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Budget  Message 


By 

GOVERNOR  EARL  WARREN 

1950-1951  Budget 


7o  the  Senate  and  Assembly  of  the  State  Legislature  of  California: 

In  fulfillment  of  a  duty  prescribed  by  the  Constitution,  I  sub- 
mit herewith  the  Budget  for  the  State  of  California  for  the  fiscal 
year  ending  June  30,  1951.  I  am  happy  to  recommend  to  you  a 
balanced  budget  requiring  no  additional  taxes — a  budget  which 
meets  the  needs  of  a  growing  state  and  yet  calls  for  a  net  reduction 
in  expenditures.  My  estimate  of  total  expenditures  required  for 
the  1950-51  Fiscal  Year  is  $971,615,944,  which  is  $195,146,474  less 
than  the  adjusted  estimate  of  $1,166,762,418  for  the  current 
1949-50  Fiscal  Year.1 

For  a  state  like  ours  a  budget  total  for  a  single  year,  however 
important  as  a  summary  statement,  has  limited  meaning  without 
an  explanation  of  what  the  budget  contains  and  how  it  relates  to 
past  and  future  years.  Our  State  Grovernment  serves  every  phase 


1  There  is  a  technical  question  as  to  the  most  accurate  figure  to  use  in  stating  the  budget 
total.  Xou  will  observe  that  the  Director  of  Finance  and  his  staff  urge  that  a  more  technically 
correct  statement  of  total  expenditures  for  the  1950-51  Fiscal  Year  would  be  not  $971,615,944  but 
$855,033,414,  and  for  the  current,  1949-50,  year  not  $1,166,762,418  but  $1,035,473,524.  The  dif- 
ferences are  the  amounts  of  revenues  which  the  State  collects  for  the  counties  and  cities  and 
turns  over  to  them  to  spend.  These  revenues,  referred  to  as  "shared  revenues,"  are  composed  of 
the  liquor  license  fees,  the  "in  lieu"  automobile  license  fees  and  the  counties'  and  cities'  shares 
of  the  gasoline  tax  and  motor  vehicle  registration  fees.  It  does  seem  illogical  to  include  such  items 
as  State  expenditures  but  I  have  continued  to  do  so  for  the  sake  of  a  better  comparison  with  prior 
budgets  and  so  as  to  be  very  sure  that  I  am  not  making  a  misleading  statement  of  the  amount  of 
budget  reduction. 


of  our  social  and  economic  life ;  to  present  its  activities  and  fiscal 
requirements  in  a  comprehensive  manner  requires  quite  a  large 
book.  I  shall  attempt  to  cover  the  highlights  here. 

There  are  a  number  of  important  factors  contributing  to  a 
reduced  and  balanced  budget.  First  are  the  basic  policies  which 
have  guided  the  preparation  of  the  program  for  the  operations  of 
the  State  Government  itself,  where  most  of  the  costs  are  subject 
to  executive  and  legislative  control. 

State  department  heads  have  complied  wholeheartedly  with 
my  instructions  that  budget  requests  be  kept  to  the  absolute  mini- 
mum consistent  with  effective  performance  of  essential  services. 
Our  State  Government  has  become  more  efficient.  More  service  is 
being  obtained  per  dollar  of  expenditure;  we  are  keeping  better 
trained  personnel  in  the  state  service  with  a  lessening  of  turnover ; 
departments  are  able  to  perform  more  work  without  a  correspond- 
ing increase  in  staff.  There  has  been  a  moderate  drop  in  prices  and 
we  anticipate  a  further  drop  during  the  budget  year.  We  are  con- 
stantly adopting  improved  methods  which  cut  costs  and  increase 
service.  I  have  not,  however,  adopted  a  short-sighted  brand  of 
economy  which  neglects  such  things  as  education,  mental  hygiene, 
public  health,  corrections,  and  law  enforcement.  You  will  find 
moderate  increases  recommended  for  these  functions. 

Other  state  operations,  in  general,  are  being  held  to  the  1949-50 
level.  I  have  avoided  proposing  new  or  expanded  services  in  this 
budget  which  have  not  already  been  considered  and  approved  by 
the  Legislature.  This  is  in  line  with  the  desire  of  your  interim 
budget  committee  to  make  decisions  on  important  fiscal  policies 
at  the  general  legislative  session  and  to  provide  in  the  budget 
session  for  the  continuation  of  approved  policies  for  the  ensuing 
fiscal  year. 

Several  developments  since  I  last  submitted  a  budget  have 
caused  substantial  changes  in  the  outlays  for  assistance  to  local 
government.  Last  fall  the  voters  approved  the  return  of  the  aged 
and  blind  security  programs  to  county  operation  and  participation. 
Sharing  by  the  counties  in  the  cost  of  administration  and  direct  aid 
will  reduce  the  State  Government's  expenditure  for  social  welfare 
during  next  year  by  the  sum  of  $25,981,000.  We  must  remember, 
however,  that  security  payments  to  the  aged  and  blind  are  being 
continued  on  a  much  liberalized  scale.  The  total  payments  to  the 
aged  and  blind  from  state,  federal  and  county  funds  estimated  for 


1950-51  will  be  more  than  $210,000,000.  In  the  following  figures  we 
can  compare  this  total  with  the  amount  spent  in  previous  years  and 
see  more  clearly  how  great  the  increase  has  been. 


State 
funds 

Federal 
funds 

County 
funds 

Total 

1947-48  __ 
1948-49  __ 
1949-50  __ 
1950-51  __ 

__  $62,513,319 
__     93,033,777 
__  140,225,600 
__  119,775,550 

$55,343,112 
72,118,814 
93,666,300 

100,135,400 

$11,184,568 

5,906,583 

92,600 

20,693,550 

$129,040,999 
171,059,174 
233,984,500 
240,604,500 

During  the  last  three  budget  periods,  the  State  has  provided 
funds  for  school  building  construction  in  distressed  districts  out 
of  its  current  resources.  In  the  future  this  assistance  will  come  from 
the  $250,000,000  bond  issue  authorized  for  this  purpose  at  the  special 
election  last  November.  Under  proper  accounting  practice,  the 
expenditure  of  funds  derived  from  sale  of  these  bonds  is  omitted 
from  the  1950-51  Budget,  but  amounts  required  for  interest  and 
repayment  of  the  debt  are  included  as  a  current  cost.  Payments  for 
school  building  aid  which  amount  to  $25,585,000  in  the  current  year 
are  not  repeated  in  the  1950-51  program,  but  provision  is  made  for 
$1,125,000  interest  on  school  building  bonds — a  reduction  of 
$24,460,000. 

As  a  further  means  of  assisting  counties  and  cities  to  meet  their 
financial  problems,  the  dates  of  apportioning  motor  vehicle  and 
liquor  license  fees  were  advanced  during  the  current  year.  As  a 
result,  apportionments  of  shared  revenue  are  inflated  by  $22,800,000 
in  1949-50.  Although  this  disbursement  is  not  a  genuine  cost  of  State 
Government,  it  affects  the  budget  total  and  must  be  considered  in 
making  comparisons  of  expenditures  this  year  and  next. 

Capital  outlay  expenditures  are  extraordinarily  high  for  the 
current,  1949-50,  year  because  it  is  during  this  year  that  we  are 
getting  our  postwar  construction  projects  fully  under  way.  Expend- 
itures for  1950-51,  while  still  somewhat  above  normal,  show  a  very 
considerable  reduction. 

We  Californians  are  aware  of  our  great  growth  during  the 
last  10  years.  Generally  we  see  but  a  single  aspect  of  it  at  any  one 
time.  In  the  State's  annual  budget  we  must  cope  with  all  of  the 
many  problems  of  a  greatly  increased  population. 

Following  are  a  few  budget  facts  which  typify  this  unending 
growth  and  development,  and  the  continuing  demand  for  the  serv- 
ices of  government. 


1.  The  100,000  increase  in  school  attendance  this  year  adds 
nearly  $11,000,000  to  next  year's  state  budget. 

2.  Three  new  state  colleges  and  increased  enrollment  at  the 
older  colleges  and  special  schools  resulted  in  4,066  added 
students  this  year  with  a  further  increase  of  1,732  in  pros- 
pect for  the  new  budget  year.  The  added  cost  this  year  is 
$2,876,000  and  the  further  additional  expense  in  1950-51  is 
$1,827,000. 

3.  We  will  have  106,000  needy  children  on  our  assistance  rolls 
next  year,  compared  with  82,000  this  year.  The  added  state 
cost  of  this  humanitarian  work  is  $6,700,000. 

4.  There  are  37,513  patients  in  our  state  hospitals  and  homes 
this  year.  This  average  number  will  increase  by  1,942  next 
year.  In  terms  of  new  hospital  capacity  this  adds  $11,600,000 
to  our  construction  needs  and  $1,800,000  annually  for  care 
and  treatment. 

5.  There  are  4,500,000  motor  vehicles  on  our  highways  com- 
pared with  3,026,000  at  the  end  of  the  war.  This  50  percent 
increase  is  not  a  mere  statistic.  It  means  more  traffic  con- 
gestion, more  accidents,  more  four-  and  six-lane  roads, 
costly  freeways  and  controls,  more  work  for  our  Highway 
Patrol. 

6.  The  growth  of  3,750,000  in  our  population  since  1940  and 
our  attack  upon  health  problems  have  changed  our  concept 
of  state  responsibilities  in  the  field  of  public  health.  Ten 
years  ago,  state  expenditures  for  this  purpose  were  $1,400,- 
000  per  year.  The  total  required  for  1950-51  is  $18,400,000. 

Budget  Highlights 

In  terms  of  the  average  expenditure  dollar,  31.5  cents  will  be 
spent  for  education  and  educational  facilities ;  20.5  cents  is  budg- 
eted for  highways,  roads,  streets,  and  the  regulation  of  motor 
vehicles ;  17  cents  will  be  expended  for  social  welfare ;  9  cents  will 
go  for  mental  hospitals,  prisons,  and  correctional  facilities ;  6  cents 
for  the  couservation  and  development  of  agriculture,  water,  and 
other  natural  resources ;  2  cents  for  public  health ;  and  14  cents  will 
be  used  to  provide  for  the  scores  of  other  governmental  activities. 

Almost  two-thirds  (63.5  percent)  of  the  budget  total  repre- 
sents expenditures  fixed  by  the  Constitution  or  existing  statutes. 


Included  in  this  group  of  costs  are  payments  for  the  support  of 
public  schools ;  assistance  to  the  needy  aged,  blind,  and  children ; 
expenditures  for  highways;  apportionments  of  revenues  shared 
with  local  governments;  and  contributions  to  the  employees', 
judges'  and  legislators'  retirement  funds. 

Approximately  8.3  percent  of  the  expenditure  total  represents 
controllable  items  for  capital  outlay.  While  these  payments  are 
controllable  in  the  sense  that  they  are  not  fixed  by  law,  the  over- 
crowded conditions  of  our  hospitals  and  other  institutions  make 
them  mandatory  as  a  matter  of  moral  responsibility. 

The  remaining  28.2  percent  of  the  budget  are  the  "controll- 
able" costs  of  current  operations  and  local  assistance.  As  to  this 
part  of  the  budget,  I  have  the  responsibility  for  recommending 
each  year  the  proper  amount  to  spend  for  these  activities.  Most 
of  these  costs,  however,  are  controllable  in  only  a  limited  degree. 
In  any  one  year,  we  can  exercise  little  control  over  the  number  of 
patients  in  our  hospitals,  the  number  of  inmates  in  our  correctional 
institutions,  or  the  number  of  students  at  the  University  or  in  our 
colleges.  We  make  provision  for  whatever  the  number  may  be. 

In  presenting  this  budget  to  you,  I  am  again  making  a  distinc- 
tion between  the  cost  of  operating  State  Government,  expenditures 
for  capital  outlay,  and  payments  of  assistance  to  local  governments. 
More  than  half  the  total  budget  (55.6  percent)  will  go  to  local  gov- 
ernments for  ultimate  expenditure.  Almost  17.4  percent  represents 
investment  in  buildings,  equipment,  and  highways.  The  remaining 
27  percent  represents  the  cost  of  running  what  most  of  us  think 
of  as  State  Government — the  Legislature,  courts,  administrative 
offices,  and  the  various  departments.  Amounts  in  each  class  of 
cost  are : 

State  operations $262,207,457 

Capital  outlay 168,760,537 

Local  assistance 540,647,950 

Total $971,615,944 

STATE  OPERATIONS 

As  a  result  of  improved  methods,  greater  efficiency,  and  more 
accurate  planning,  the  operating  budgets  of  many  of  our  state 
agencies  for  the  coming  year  show  a  decrease  from  the  authorized 
totals  for  the  current  period.  In  others,  an  expanding  volume  of 
work  will  be  undertaken  with  no  more  than  a  nominal  change  in 


expenditure  requirements.  Where  increases  are  recommended,  they 
will  be  found  to  be  the  inescapable  product  of  our  growth. 

Expenditures  for  state  operations  are  $87,677,933  less  than 
during  the  current  year.  Again  gross  figures  must  be  explained. 
The  transfer  of  the  aged  and  blind  assistance  programs  back  to 
county  administration,  with  counties  again  participating  in  the 
cost  of  these  aids,  makes  this  comparison  misleading.  In  total, 
expenditure  requirements  for  other  state  activities  are  $12,355,088 
greater  than  during  the  current  year,  with  virtually  the  entire 
change  reflected  in  the  fields  of  education,  mental  hygiene,  correc- 
tions, and  conservation  of  natural  resources.  Continued  population 
growth  is  an  element  in  the  increase  in  each  of  these,  but  more 
important  is  the  fact  that  next  year  we  will  begin  full  operation  of 
several  of  the  new  facilities  and  additions  started  in  earlier  years 
to  meet  the  needs  of  our  greater  population.  Among  these  are  new 
state  colleges,  correctional  facilities,  and  enlarged  capacities  at  the 
principal  hospitals. 

The  principal  changes  in  the  State's  expenditure  program  and 
the  factors  which  cause  these  changes  are  summarized  in  the  follow- 
ing paragraphs: 

Education Recommended  $55,709, 1 39;  increase  $5,595,  1  39 

A  shifting  enrollment  toward  upper  classes  and  the  graduate 
field  at  the  University  of  California,  increased  attendance  at  state 
colleges,  a  decrease  in  payments  from  the  Federal  Government 
under  the  program  of  veterans '  education,  and  additional  work  in 
vocational  rehabilitation  account  for  the  increase  in  direct  state 
expenditures  for  education. 

Mental  Hygiene Recommended  $37,002,406;  increase  $3,992,154 

The  largest  percentage  increase  in  all  state  operations  is  in  the 
recommended  expenditures  for  mental  hygiene.  Sound  economy,  in 
human  lives  as  well  as  in  money,  demands  speedier  recovery  for  a 
larger  number  of  our  mental  patients.  To  this  end  research  will  be 
intensified,  treatment  improved,  and  new  methods  inaugurated. 
Provision  is  made  for  more  doctors  and  nurses,  but  only  a  portion 
of  the  annual  step  originally  planned  for  next  year  toward  the 
ultimate  staff -patient  ratio  is  proposed  in  this  budget. 

Corrections Recommended  $15,1 33,762;  increase  $705,2 1 9 

I  have  previously  stressed  the  need  in  our  correctional  system 
for  an  adequate  medical  center  for  the  care  and  treatment  of  inmates 


who  are  suffering  from  mental  and  chronic  illness.  This  year  we 
plan,  with  your  approval,  to  open  a  temporary  medical  facility  on 
Terminal  Island  to  be  operated  until  the  Vacaville  institution  is 
completed.  Operation  of  this  center,  coupled  with  somewhat  greater 
work  by  the  Youth  Authority,  accounts  for  the  added  cost  in  this 
segment  of  our  expenditure  program. 

Again  let  me  say  that  the  more  we  can  accomplish  in  rehabili- 
tating those  convicted  of  law  violations,  the  greater  will  be  our  real 
economies. 

Natural  Resources Recommended  $18,163,260;  increase  $547,265 

During  recent  years  the  State  has  conducted  a  program  of 
forest  protection  under  direction  of  the  Division  of  Forestry  in 
which  inmates  of  the  Department  of  Corrections  are  employed. 
This  joint  enterprise  has  accomplished  a  great  deal  both  in  the 
conservation  of  natural  resources  and  in  the  reclamation  of  youth- 
ful and  adult  law  violators.  Additional  forestry  camps  designed  to 
employ  761  inmates  at  a  cost  of  $463,697  are  recommended  in  this 
budget. 

Highway  Patrol Recommended  $70,372,373;  increase  $649,052 

Provision  is  made  for  87  new  positions  in  the  enforcement  unit 
in  order  to  afford  additional  hours  of  radio  coverage,  to  provide 
better  supervision  and  to  permit  uniformed  personnel  to  devote 
more  time  to  patrol  work.  Patrol  cars  will  operate  an  average  of 
3,000  miles  per  month  during  the  next  year,  in  comparison  with 
2,700  under  the  current  plan  of  operation. 

I  am  still  strongly  of  the  opinion  that  we  must  expand  our 
Highway  Patrol  force,  if  we  are  to  reduce  traffic  violations  and 
accidents.  You  did  not  approve  a  recommendation  for  200  addi- 
tional patrolmen  in  the  current  year's  budget.  In  view  of  your 
budget  committee's  opposition  to  a  repetition  at  this  budget  ses- 
sion of  items  previously  disallowed,  I  have  not  repeated  the  request 
for  this  expansion.  However,  I  am  quite  willing  to  approve  it,  if 
the  Legislature  has  meanwhile  changed  its  views. 

Water  Pollution: Recommended  $860,117;  increase  $683,776 

Pursuant  to  legislation  adopted  last  year  provision  is  made 
to  expand  the  attack  upon  the  problems  of  water  pollution.  The 
dangers  and  economic  losses  from  this  cause  have  been  aggravated 
by  population  growth  and  industrial  development.  The  situation 
demands  the  immediate  attention  of  local,  regional,  and  state 

IX 


authorities.  The  1949  law  establishing  the  state  and  regional  water 
pollution  hoards  became  effective  October  1,  1949.  These  new 
boards  are  still  in  the  process  of  organizing  their  work  and  mak- 
ing specific  plans  for  their  operations.  The  Division  of  Water 
Resources  has  responsibility  for  technical  engineering  work  relat- 
ing to  water  pollution,  particularly  in  respect  to  underground 
waters.  The  Department  of  Public  Health  has  responsibility  for 
dealing  with  the  closely  related  problem  of  water  contamination. 
So  that  there  may  be  sound  integration  of  the  work  of  the  three 
agencies  as  the  details  of  the  coordinated  plan  develop,  provision 
is  made  for  additional  engineering  services  in  lump  sum  amounts, 
subject  to  budgetary  control  so  as  to  avoid  overlapping  or  dupli- 
cation. 


CAPITAL  OUTLAY 

At  the  last  session  of  this  Legislature  you  appropriated  $65,- 
681,896  from  the  Postwar  Employment  Reserve  for  construction 
projects.  This  action  reduced  the  unappropriated  balance  in  that 
fund  to  $50,726,534. 1  now  recommend  that  $49,565,534  of  this  sum 
be  appropriated  for  the  top-priority  projects  remaining  in  the 
approved  building  program.  The  principal  items  are : 

Corrections    ..$  1 3,4 15,812 

Construction  of  the  new  medical  facility  at  Vacaville ;  com- 
pletion of  the  vocational  institution  at  Tracy ;  expansion  of  schools 
and  completion  of  the  reception  centers  and  clinics  operated  by  the 
Youth  Authority,  and  construction  at  other  institutions. 

Education $6,549,090 

Necessary  buildings  at  the  new  campus  at  San  Francisco  State 
College;  additional  buildings  at  San  Jose  and  Fresno  State  Col- 
leges, and  improvements  on  the  campuses  at  Chico,  Humboldt, 
Sacramento,  San  Diego,  the  two  colleges  in  Los  Angeles  County, 
and  the  University  campus  in  Berkeley. 

Mental  Hygiene $20,626,861 

Construction  of  patient  facilities  where  the  need  is  most  acute, 
with  particularly  large  additions  at  the  Norwalk,  Pacific  Colony, 
Camarillo,  and  Sonoma  institutions,  and  improvements  to  physical 
plant  at  other  state  hospitals. 
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Agricultural  Fairs  and  Exhibits $4,950,000 

Preparation  of  site  and  construction  of  buildings  at  the  new 
location  of  the  California  State  Fair;  completion  of  an  addi- 
tional wing  to  existing  building  of  the  Sixth  District  Agricultural 
Association. 

National  Guard : $  1 ,454,500 

Construction  and  equipment  of  seven  additional  armories,  a 
unit  headquarters  office,  and  preparation  of  plans  and  supervision 
of  buildings  to  be  constructed  from  federal  funds. 

Veterans'  Affairs $882,970 

Construction  of  additional  barracks,  recreation  center,  and 
improvements  to  the  physical  plant  at  the  Veterans'  Home  in 
Yountville. 

Other  Projects  $  1 ,686,30  7 

Alterations  to  the  State  Capitol;  replacement  and  improve- 
ments at  border  quarantine  stations ;  construction  of  water  supply 
and  sewage  disposal  systems  at  state  parks,  and  other  projects 
under  direction  of  the  Department  of  Natural  Resources. 

Final  authorization  of  these  projects  and  appropriation  of  the 
necessary  funds  is  essential  at  this  time  in  order  to  allow  for  prep- 
aration of  detailed  plans  and  the  orderly  scheduling  of  work  within 
the  unified  construction  program.  In  addition  to  these  new  appro- 
priations, expenditures  for  capital  outlays  during  1950-51  will 
include  $31,349,765  for  building  construction  out  of  prior  year 
appropriations  and  special  funds,  $84,548,257  for  the  construction 
or  reconstruction  of  highways,  and  $3,296,981  from  the  General 
Fund  for  minor  construction  primarily  at  state  institutions,  col- 
leges, and  correctional  facilities. 

This  program  will  exhaust  the  Postwar  Employment  Reserve 
except  for  funds  to  provide  for  regional  state  office  buildings,  dor- 
mitories at  the  University  and  state  colleges,  and  a  new  residence 
for  the  Governor.  These  projects  have  not  developed  to  the  point 
where  construction  can  be  undertaken  during  1950-51  and  there- 
fore can  be  deferred  for  at  least  another  year.  Otherwise  the  unified 
postwar  building  program  will  have  been  completed  with  the  accom- 
plishment of  the  items  budgeted.  You  will  remember  that  we  set 
as  our  goal  in  this  program  the  elimination  of  prewar  and  wartime 
deficiencies  in  building  construction  at  our  state  institutions.  I 
cannot  say  that  we  will  have  met  this  goal  by  a  full  one  hundred 


percent  or  that  we  reserved  enough  money  to  meet  the  increase  in 
population  or  the  full  increase  in  building  costs,  but  certainly  our 
medical,  custodial  and  educational  institutions  will  be  more  nearly 
adequate  to  meet  their  expanding  needs  than  they  have  been  for 
many,  many  years  when  the  projects  now  under  construction  and 
budgeted  are  completed.  No  one  can  seriously  question  the  sound- 
ness of  the  program  on  which  you  and  I  cooperated  to  reserve  a 
substantial  part  of  our  wartime  income  and  put  it  to  this  good  use 
when  materials  and  manpower  became  available.  Let  me  mention 
some  of  the  more  important  accomplishments  of  this  building 
program.  We  will  have  added  12,187  to  the  capacity  of  our  state 
hospitals,  not  counting  the  6,000  beds  acquired  from  the  Federal 
Government  at  DeWitt  and  Hammond  hospitals  and  will  have 
replaced  hazardous  and  substandard  facilities  with  a  bed  capacity 
of  3,634.  Five  new  prisons  to  house  4,500  adult  offenders  will  have 
been  provided  in  addition  to  three  correctional  institutions  with  a 
capacity  of  740  for  youthful  offenders.  Badly  needed  classrooms 
and  other  facilities  will  have  been  built  on  the  several  campuses  of 
the  University  and  at  the  state  colleges.  A  start  will  have  been  made 
in  building  three  new  state  colleges  and  two  additional  campuses 
of  the  University.  The  State  Capitol  Annex  and  other  buildings 
providing  650,000  square  feet  of  office  space  will  save  many  thou- 
sands of  dollars  in  rent  and  relieve  serious  overcrowding.  The 
National  Guard  will  have  62  new  armories  to  provide  for  its  units 
throughout  the  State. 

The  highway  construction  program  reached  its  peak  during 
the  1948-49  Fiscal  Year  with  an  expenditure  of  almost  one  hundred 
four  millions  of  dollars.  During  1949-50  we  are  still  spending  some 
funds  accumulated  in  the  prior  year  and  construction  expenditures 
will  total  more  than  ninety-eight  millions  of  dollars.  The  amount 
budgeted  for  1950-51,  about  eighty-four  and  a  half  millions  of  dol- 
lars, is  on  a  pay-as-you-go  basis. 


LOCAL  ASSISTANCE 

The  budget  for  assistance  to  local  units  of  government  is  both 
the  largest  and  the  most  rapidly  growing  segment  of  the  State's 
expenditure  program.  At  the  same  time  it  is  the  section  least  sub- 
ject to  executive  control.  During  the  last  10  years,  payments  to 
counties,  districts,  and  cities  have  grown  almost  fourfold — from  a 
total  of  $142,000,000  in  1940-41  to  $540,000,000  projected  for  the 


coming  year.  The  changes  in  principal  types  of  support  are  sum- 
marized in  the  following  table.  Amounts  are  in  millions  of  dollars. 

1940-41  1950-51  Increase 

Education $79.4  $230.3  $150.9 

Public  Health 0.7  13.5  12.8 

Social  Welfare 22.6  153.4  130.8 

Public  Works -  22.9  22.9 

Other  Subventions 2.4  4.0  1.6 

Shared  Revenues 37.3  116.6  79.3 

Total $142.4  $540.6  $398.2 

Almost  nine-tenths  of  these  expenditures  is  fixed  either  by 
provisions  of  the  State  Constitution  or  by  existing  law.  The  voters 
have,  by  direct  action  in  recent  years,  added  more  than  $325,000,000 
of  this  total.  The  remaining  one-tenth  is  also  fixed,  as  a  practical 
matter,  since  the  Governor  can  exercise  no  control  over  state  con- 
tributions to  the  teachers'  retirement  funds,  or  subsidies  for  tuber- 
culosis sanatoria,  even  though  these  are  nominally  controllable 
costs.  The  same  is  true  of  the  appropriation  for  school  textbooks, 
aid  to  local  health  departments,  and  payments  for  crippled  children. 
In  practice,  requirements  for  local  assistance  are  essentially  fixed 
costs,  to  be  computed  upon  the  basis  of  formulas  which  cannot  be 
changed  by  the  budget  maker. 

Normal  expenditures  for  support  of  public  schools  will  be 
$18,000,000  greater  next  year  as  a  result  of  growing  enrollments  and 
increased  contributions  for  teachers'  retirement.  You  will  recall 
that  the  law  was  changed  at  the  last  session  of  the  Legislature  libera- 
lizing the  retirement  program  but  deferring  the  effective  date  of 
these  changes  until  July  1, 1950.  Replacement  of  four  textbook  series 
which,  by  law,  expire  next  year  will  add  to  the  expenditure  require- 
ments for  free  textbooks. 

The  underlying  upward  trend  in  school  costs  is  obscured  in 
this  budget  by  the  termination  of  the  subsidies  for  school  construc- 
tion and  support  of  child  care  centers.  In  the  future,  funds  for 
school  buildings  in  distressed  districts  will  be  provided  in  the  form 
of  long-term  loans  from  the  proceeds  of  the  bond  issue  authorized 
last  November.  Chapter  780,  Statutes  of  1949,  discontinued  state 
support  of  child  care  centers  effective  June  30,  1950.  The  elimi- 
nation of  these  two  nonrecurring  items  will  produce  a  net  decrease 
of  $13,700,000  in  the  total  requirements  for  public  schools  next  year. 


Public  Health  and  Social  Welfare 

Annual  appropriations  of  $2,000,000  have  been  provided  for 
local  hospital  construction  in  each  of  the  last  three  budgets.  Under 
this  jointly  financed,  federal-state-and-local  program,  1,035  addi- 
tional bed  capacity  will  be  provided.  We  are,  however,  far  from  the 
goal  of  adequate  hospital  facilities  reasonably  accessible  to  all  per- 
sons in  this  State.  Additional  federal  funds  are  available  for  further 
progress  toward  this  objective,  and  I  am,  therefore,  recommending 
an  appropriation  of  $4,000,000  for  this  purpose. 

I  have  already  mentioned  the  large  expansion  in  the  program 
of  security  for  the  aged  and  blind  and  of  aid  to  needy  children. 
These  welfare  costs  can  be  expected  to  increase  in  the  immediate 
years  ahead.  I  favor  a  liberalization  of  the  schedule  under  which 
responsible  sons  and  daughters  are  required  to  contribute  to  their 
aged  parents.  This  schedule  was  last  amended  in  1943 ;  increased 
costs  of  living  and  other  changes  in  our  economy  since  then  make 
this  schedule  out  of  date  and  its  continued  use  results  in  hardships 
to  those  in  lower  income  brackets.  I  suggest  that  you  review  this 
entire  situation. 


A  BALANCED  PROGRAM 

The  financial  plan  submitted  to  you  in  this  Budget  strikes  a 
balance  between  expenditure  requirements  and  available  resources. 
In  my  management  of  state  affairs,  I  have  steadfastly  refused  to 
take  any  action  which  would  involve  the  State  in  an  expenditure 
program  beyond  its  financial  means.  I  have  at  all  times  insisted  on 
a  margin  between  our  resources  and  our  obligations.  The  Budget 
for  1950-51  has  been  prepared  in  this  pattern. 

Following  the  last  legislative  session,  it  was  estimated  the 
General  Fund  surplus  at  the  close  of  this  year  would  be  approxi- 
mately $5,000,000.  State  financial  operations  are  never  static. 
Changes  occur  both  in  the  inflow  of  revenues  and  the  outgo  of 
expenditures.  The  business  readjustment  which  occurred  last  year 
reduced  the  volume  of  General  Fund  revenue  by  a  moderate  degree. 
Expenditures,  however,  have  been  below  the  amounts  estimated 
by  an  even  greater  degree.  In  many  instances  it  has  been  possible 
to  operate  units  with  less  than  the  authorized  personnel.  Salary 
and  wage  payments  in  the  current  year  will  be  $2,400,000  less  than 
the  amount  authorized  in  the  Budget  under  which  we  are  operating, 


and  there  will  be  a  saving  of  $5,800,000  in  other  expenses.  Fixed 
requirements  for  schools  and  aid  to  needy  children  have  been 
greater  than  estimated,  but  there  have  been  reductions  in  other 
items.  As  a  result  of  these  and  other  changes,  the  General  Fund 
surplus  on  June  30th  this  year  is  estimated  to  be  $14,729,492. 

The  recent  improvement  in  business  sentiment  concerning  the 
level  of  operations  during  the  coming  months  justifies  a  reasonably 
optimistic  view  of  revenues  to  be  received  by  the  State.  Receipts 
to  the  General  Fund  are  estimated  to  reach  $568,722,374,  and  this 
sum,  together  with  the  accumulated  surplus  on  June  30,  1950,  will 
provide  total  resources  of  $583,451,866.  This  will  finance  all  expend- 
iture proposals  and  leave  a  $2,251,586  surplus  at  the  close  of  the 
new  year,  June  30,  1951.  Although  this  is  not  a  wide  margin  of 
safety,  it  will  be  adequate  in  view  of  the  additional  protection  pro- 
vided by  our  $75,000,000  Revenue  Deficiency  Reserve. 

In  considering  the  State's  financial  operations  we  must  frankly 
recognize  three  basic  facts : 

First,  during  recent  years  we  have  been  reducing  our  General 
Fund  revenue  base,  largely  as  a  means  of  assisting  local  govern- 
ments. Liquor  license  fees,  which  formerly  were  divided  between 
the  State  and  the  local  units,  are  now  returned  100  percent  to  cities 
and  counties.  Except  for  administrative  expense  and  highway  bond 
charges,  motor  vehicle  "in  lieu"  fees  are  now  entirely  apportioned 
to  cities  and  counties.  The  State  formerly  had  a  one-fifth  interest 
in  this  apportionment.  Other  sums  have  been  diverted  to  highway 
activities.  Almost  $22,000,000  which  would  have  been  General  Fund 
revenue  under  the  laws  of  a  few  years  ago  will  be  devoted  to  other 
purposes  next  year.  There  have  been  no  adjustments  to  offset  this 
revenue  reduction. 

Second,  fixed  expenditure  requirements  and  continuing  appro- 
priations from  the  State  General  Fund  have  been  increasing  more 
rapidly  than  revenues.  On  the  present  basis  of  school  support, 
state  contributions  for  education  will  continue  to  increase  as  the 
wave  of  children  born  since  the  war  sweeps  through  the  school 
system.  Collateral  increases  will  occur  in  expenditures  for  text- 
books, teachers'  retirement,  and  the  repayment  of  school  building 
bonds.  The  same  factors  will  influence  requirements  for  aid  to 
needy  children.  These  five  items  account  for  an  increase  of  $25,- 
900,000  in  next  year's  budget.  The  change  will  not  be  materially 
less  in  the  following  year,  or  the  next,  or  the  next. 


Third,  it  follows  that  any  substantial  addition  to  General  Fund 
expenditures  must  be  accompanied  by  a  corresponding  amount  of 
additional  General  Fund  revenues.  We  must  not  assume  spending 
obligations  beyond  our  available  resources.  If  we  continue  to  fol- 
low this  sound  governmental  principle,  I  am  confident  we  can  solve 
any  financial  problems  which  may  arise.  I  am  equally  certain  that 
any  departure  from  this  principle  will  result  in  future  difficulty. 

I  have  repeatedly  stated  my  opposition  to  any  diversion  of 
our  revenue  deficiency  reserve  to  meet  current  operating  costs. 
This  fund  was  created  to  meet  a  sudden  decline  in  revenues.  It  is 
our  only  cushion  between  uncertain  revenues  and  relatively  fixed 
expenditures.  It  is,  in  effect,  the  State's  savings  account.  Like  a 
family's  savings  account,  it  is  earning  a  modest  interest  and  is  the 
fund  to  tide  us  over  in  an  emergency.  The  $75,000,000  is  not  too 
large.  It  is  less  than  15  percent  of  our  annual  General  Fund  income. 
We  cannot  with  prudence  dissipate  this  fund  now  in  increased 
spending  when  we  may  need  it  desperately  some  time  in  the  future 
to  help  to  pay  for  bare  necessities. 


TEN-YEAR  COMPARISON 

Under  the  budget  I  am  presenting  for  State  Government  in 
the  coming  fiscal  year,  expenditures  show  a  10-year  increase  of 
$698,000,000.  Many  of  the  reasons  for  this  growth  are  readily 
apparent  to  all  of  us ;  others,  not  as  apparent,  are  nonetheless  real. 

In  the  first  place,  the  State  uses  the  same  60-cent  dollar  that 
has  caused  such  an  increase  in  our  individual  family  budgets.  There 
is  no  magic  by  which  the  State  can  escape  price  increases  any  more 
than  other  consumers.  We  are  paying  more  for  the  food  and  cloth- 
ing furnished  to  those  in  hospitals  and  other  institutions.  Equip- 
ment prices  are  higher,  and  there  have  been  increases  in  traveling 
expenses,  the  cost  of  utility  services,  printing,  and  other  operating 
items.  The  average  state  salary  today  is  $280  per  month,  compared 
with  $150  ten  years  ago,  an  increase  of  more  than  85  percent.  If 
today's  dollar  had  its  1911  value,  the  budget  total  would  be  less  than 
$600,000,000,  and  the  increase  since  1940-41  would  be  $320,000,000. 

The  State  next  year  will  spend  $168,000,000  on  capital  outlay 
alone,  in  an  effort  to  catch  up  with  the  building  deficiencies  of  the 


prewar  and  war  years.  The  corresponding  total  10  years  ago  was 
$20,000,000. 

Excluding  amounts  for  building  construction,  the  sum  of 
$286,000,000  will  be  expended  for  education,  compared  with 
$92,750,000  a  decade  earlier.  This  one  function  accounts  for  $193,- 
000,000,  or  more  than  one-fourth  of  the  total  expenditure  increase. 
School  enrollments  have  increased  from  approximately  1,100,000 
just  before  the  war  to  1,700,000  this  year.  By  vote  of  the  people, 
state  support  for  schools  has  been  increased  from  $60  per  unit  of 
attendance  in  elementary  grades  and  $90  for  high  schools  and  junior 
colleges  to  $120  for  each  unit  of  attendance  in  all  grades,  including 
kindergartens,  which  prior  to  1947  were  supported  entirely  from 
local  district  taxes.  After  30  years  of  inadequate  financing,  the 
teachers'  retirement  program  was  placed  on  a  sound  basis  in  1944. 
This  revision,  together  with  subsequent  changes  to  a  more  realistic 
retirement  allowance,  raised  state  expenditures  for  this  purpose 
from  $526,000  in  1940-41  to  $16,650,000  projected  for  next  year. 
Enrollments  at  the  University,  state  colleges,  and  special  schools 
are  71  percent  larger  than  10  years  ago,  and  here,  too,  the  increase 
in  numbers  has  been  multiplied  by  higher  cost  of  providing  educa- 
tional opportunities. 

State  expenditures  for  social  welfare  in  1940-41  amounted  to 
$23,246,000.  Next  year  the  total  will  be  $155,030,118.  A  part  of  this 
increase  is  a  result  of  population  growth.  A  part  of  it  is  due  to  the 
liberalized  assistance  payments,  which  for  aged  and  blind  has  been 
established  by  the  voters  themselves.  A  part  of  the  change  grew  out 
of  the  fact  that  state  funds  next  year  will  be  used  to  pay  a  share  of 
the  cost  formerly  carried  by  counties.  Compared  with  1940-41, 
assistance  will  be  provided  for  almost  twice  as  many  needy  aged, 
blind,  and  children,  and  the  average  payment  from  state  funds  will 
be  more  than  three  times  the  monthly  grant  of  10  years  ago. 

We  will  have  12,000  more  patients  in  our  state  mental  hospitals 
during  1950-51  than  were  there  10  years  earlier,  and  expenditures 
for  mental  hygiene  will  be  $28,000,000  greater.  Salaries  and  hours 
of  work  for  our  doctors  and  institution  attendants  have  been  greatly 
improved.  A  parallel  situation  exists  in  the  field  of  corrections, 
where  new  emphasis  is  placed  on  rehabilitation  of  adult  offenders 
and  the  improved  environment  for  the  younger  delinquents. 

This  pattern  of  growth  and  development,  accompanied  by  a 
trend  from  local  responsibility  to  state  support,  runs  through 
almost  all  the  varied  activities  of  State  Government.  It  can  be  seen 


in  the  programs  of  public  health,  industrial  welfare,  law  enforce- 
ment, and  the  regulation  of  industry.  It  determines  expenditure 
requirements  for  the  conservation  of  natural  resources,  including 
our  vital  water  supply.  It  is  the  factor  which  distinguishes  today's 
street  and  highway  problems  from  those  of  prewar  years.  And  so 
great  is  the  pressure  of  this  growth  in  all  fields  of  activity  that  we 
have  no  choice.  We  cannot  postpone  educating  our  children.  We 
cannot  turn  away  hospital  patients  or  disregard  health  problems. 
We  must  discharge  our  responsibilities  as  they  arise.  We  must  do 
all  these  things  and  still  keep  our  budget  balanced. 

The  10  years  ahead,  with  continued  growth  and  development, 
will  bring  us  still  greater  financial  problems.  They  will  be  solved 
only  if  we  cooperate  in  long  term  planning.  We  must  have  a  better 
coordination  of  state,  county,  city  and  district  financing.  We  must 
have  well  developed  plans  for  public  works.  We  must  use  our  talents 
to  achieve  greater  efficiency  at  all  levels  of  government.  If  we  are 
to  maintain  a  healthy  economy  we  must  keep  our  public  finances 
in  sound  condition. 


Governor 

March  6,  1950 


svm 


Letter  of  Transmittal 


Honorable  Earl  Warren,  Governor  of  California 
State  Capitol,  Sacramento,  California 

Dear  Governor  Warren  :  Transmitted  herewith  are  the  sum- 
mary tables  and  detailed  statements  of  the  Budget  of  the  State  of 
California  for  the  Fiscal  Year  July  1,  1950,  to  June  30,  1951. 

As  you  know  from  my  earlier  progress  reports,  your  policies 
and  instructions  have  resulted  in  a  balanced  budget  with  total 
expenditures  for  1950-51  substantially  reduced.  The  proposed  ex- 
penditures for  state  operations  reflect  true  economies,  and  while 
increased  hospital  and  institution  population,  college  enrollment, 
and  other  work  load  factors  make  some  budget  increases  unavoid- 
able, I  am  confident  a  careful  analysis  will  show  the  amounts 
budgeted  to  be  fully  justified  and  to  reflect  curtailed  expenditures 
without  impairment  of  services. 

The  Capital  Outlay  Section  of  the  Budget  reflects  the  all-out 
effort  you  have  demanded  for  the  greatest  possible  progress  on 
the  postwar  building  program.  As  will  be  seen  from  the  summary 
tables,  a  heavy  portion  of  the  total  program  will  have  been  under- 
taken during  the  current,  1949-50,  fiscal  year.  We  will  have  passed 
the  peak  in  1950-51  but  will  still  be  catching  up  with  the  prewar 
and  wartime  building  deficiencies.  Accordingly,  the  1950-51  pro- 
gram, even  though  considerably  less  than  the  present  year,  will  still 
be  at  a  higher  rate  than  would  be  budgeted  for  any  one  year  for 
current  growth  and  normal  replacements. 

The  amounts  in  the  Local  Assistance  Section  of  the  Budget, 
which  are  almost  all  fixed  charges  for  school  apportionments,  secu- 
rity for  the  aged  and  blind,  aid  to  needy  children,  and  other  forms 
of  grants  and  aid  to  local  units  of  govermnent,  have  been  estimated 


as  scientifically  and  accurately  as  possible  after  consultation  with 
other  agencies  in  the  respective  fields.  The  shift  of  aged  and  blind 
security  from  State  Operations  back  to  the  Local  Assistance  cate- 
gory will  make  year-by-year  comparisons  difficult.  We  have,  there- 
fore, included  supplemental  schedules  so  that  comparisons  can  be 
made  without  regard  to  the  distinction  between  State  Operations 
and  Local  Assistance. 

In  compliance  with  your  instructions,  we  have  continued  to 
included  "Shared  Revenues"  in  total  expenditures.  "Shared  Rev- 
enues" include  liquor  license  fees,  the  "in  lieu"  automobile  license 
fees,  and  the  counties'  and  cities'  shares  of  the  gasoline  tax  and 
automobile  registration  fees.  The  total  amount  for  1949-50  is 
$131,288,894;  the  amount  estimated  for  1950-51  is  $116,582,530. 
These  items  not  only  have  grown  tremendously  in  recent  years,  but 
have  also  changed  in  basic  character.  Some  years  ago  they  amounted 
to  a  much  smaller  portion  of  the  budget  and  they  were  essentially 
' '  subventions ' ' ;  that  is,  grants  of  state  funds  to  the  counties.  They 
now  represent  revenues  which  tridy  belong  to  the  counties  and  to 
the  cities  and  which  the  State  is  required  to  collect  for  them  and 
turn  over  to  them  for  expenditure.  In  view  of  the  status  to  which 
these  items  have  now  evolved,  I  believe,  as  does  my  budget  staff, 
that  it  would  be  sounder  accounting  and  budgetary  practice  to  show 
these  shared  revenues  not  as  expenditures  in  the  State  Budget,  but 
rather  as  deductions  from  the  State's  gross  revenue  receipts.  I 
know  of  your  objection  to  any  treatment  of  budget  figures  which 
would  in  any  way  smack  of  an  attempt  to  obscure  totals.  I  feel, 
however,  that  in  our  reporting  of  these  shared  revenues  we  have 
leaned  over  backwards  in  this  regard  to  the  point  of  unfairly  over- 
stating the  state  budget  totals.  I  trust  these  amounts  will  be  taken 
into  consideration  when  the  State 's  budget  total  is  discussed. 

A  number  of  improvements  and  rearrangements  have  been 
made  in  the  budget  document  with  the  view  to  making  it  more 
useful  in  furnishing  information  on  the  State's  fiscal  affairs  and 
a  clearer  presentation  of  your  budget  plan.  We  have  included  for 
each  administrative  department  and  agency  a  brief  statement  of 
the  work  it  performs  and  an  explanation  of  its  proposed  expendi- 
tures. These  statements  should  be  helpful  to  the  Legislature  in  its 
consideration  of  the  budget  and  should  give  the  general  public  a 
better  opportunity  to  learn  of  the  many  services  furnished  by  the 
State  Government  and  how  they  are  financed. 

In  previous  budgets,  departmental  revenues  were  shown  after 
each  expenditure  statement;  in  this  document,  revenues  will  be 


found  in  one  series  separated  from  the  expenditure  section.  We 
believe  the  new  arrangement  will  be  more  convenient. 

We  are  adding  for  informational  purposes  a  new  statement  of 
all  funds  in  the  State  Treasury,  including  such  funds  as  working 
revolving  funds,  bond  funds,  interest  and  sinking  funds,  and  trust 
funds,  which  are  not  directly  related  to  the  operating  revenue  funds 
with  which  the  budget  is  primarily  concerned.  This  more  complete 
information  may  help  to  make  clearer  the  relationship  between  the 
budget  totals  and  the  Treasury  statements  which  include  all  funds. 

The  estimate  of  revenues  is  the  result  of  a  great  deal  of  study 
by  our  staff,  and  a  reflection  of  what  we  feel  to  be  the  views  of  lead- 
ing economists. 

My  staff  and  I  have  had  outstanding  cooperation  from  the 
department  heads  and  staffs  of  the  other  state  agencies  in  the 
preparation  of  this  part  of  the  budget. 

We  are  at  your  service  and  at  the  service  of  the  Legislature 
to  supply  further  information  and  otherwise  to  facilitate  the  con- 
sideration of  the  budget. 

Respectfully  yours, 

I    /  Director  of  Finance 

March  4,  1950 
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Schedule   1 
GENERAL   BUDGET  SUMMARY  OF   STATE   FUNDS 


Reference 
Schedule 
Number 

Actual 
1948-49 

Estimated 
1949-50 

Estimated 
1950-51 

Increase  or 
Decrease  ( — ) 
from  1949-50 

CONSOLIDATED  TOTALS,  ALL  STATE  FUNDS 

2  &9 

3  &  10 
3  &  10 
3  &  10 

3  &  10 

8783,993,662 

8284,098,650 
167,827,774 
431,398,175 

$841,600,157 

$349,885,390 
316,819,484 
500,057,544 

$858,805,486 

$262,207,457 
168,760,537 
540,647,950 

$17,205,329 

Expenditures: 

$—87,677,933 

—148,058,947 

40,590,406 

8883,324,599 

$1,166,762,418 

$971,615,944 

8—195,146,474 

CURRENT  BUDGET  SURPLUS  (—Deficit) _     _ -. 

8—99,330,937 

8510,440,640 

8214,526,357 

6,091,871 

287,007,691 

$—325,162,261 

$554,617,172 

$272,344,667 

1,452,635 

328,512,477 

$—112,810,458 

8568,722,374 

8184,022,925 

3,296,981 

395,361,003 

8—212,351,803 

GENERAL  FUND 

2  &9 

2&9 
2  &9 
2  &9 

2  &9 

$14,105,202 

Expenditures: 

8—88,321,742 

1,844,346 

66,848,526 

8507,625,919 

$602,309,779 

$582,680,909 

$—19,628,870 

82,814,721 
8143,096,390 

$—47,692,607 
$65,935,244 

$—13,958,535 

$14,729,492 

2,793,068 

8— 33,734,072 

6&8 
6 

$—51,205,752 

2,793,068 

Deduct  Transfers  to  Other  Funds: 

859,206,003 
7,323,981 
8,951,175 
4,494,708 

State  Park  Fund _ 

6 
6 
6 

$2,203,672 
996,912 
312,561 

$500,000 
400,000 
412,439 

$—1,703,672 

— 596,912 

+  99,878 

879,975,867 

$3,513,145 

$1,312,439 

$—2,200,706 

6 

2 

3 
3 
3 

Accumulated  Surplus  at  End  of  Year,  General  Fund     

865,935,244 

$1,819,889 

$227,356 
47,293,554 
19,782,267 

$14,729,492 

81,775,963 

$2,346,266 

200,201,234 

33,847,355 

$2,251,586 

$582,365 

$1,248,406 
68,039,721 
22,895,400 

$—12,477,906 

RESERVE  FUNDS 
Revenues 

$—1,193,598 

Expenditures: 

State  Operations  Budget  _   

$ — 1,097,860 

Capital  Outlay  Budget    „ 

— 132,161,513 

— 10,951,955 

$67,303,177 

$236,394,855 

892,183,527 

$ — 144,211,328 

Current  Budget  Surplus  ( — Deficit) 

$—65,483,288 

484,627,448 

66,529,984 

302,500 

8—234,618,892 
485,976,644 

$—91,601,162 
251,357,752 

$—143,017,730 

Add:  Unbudgeted  Balances  at  Beginning  of  Year 

6 

—234,618,892 

Transfers  From  General  Fund 

Transfers  From  Motor  Vehicle  Fund 

Less:  Transfers  to  General  Fund 

6 

—2,793,068 

2,793,068 

Accumulated  Unbudgeted  Balances  at  End  of  Year,  Reserve  Funds 

$485,976,644 

8271,733,133 

$69,344,937 
114,442,349 
124,608,217 

8251,357,752 

$285,207,022 

$75,194,457 
115,165,615 
137,697,712 

8156,963,522 

8289,500,747 

$76,936,126 
97,423,835 
122,391,547 

$—94,394,230 

SPECIAL  FUNDS 

Revenues 

2 

3 
3 
3 

3 

$4,293,725 
$1,741,669 

Expenditures  : 

State  Operations  Budget     

Capital  Outlay  Budget 

— 17,741,780 

Local  Assistance  Budget . 

— 15,306,165 

Total  Expenditures- 

$308,395,503 

$328,057,784 

$296,751,508 

$ — 31,306  276 

Current  Budget  Surplus  ( — Deficit) .. 

8—36,662,370 

175,186,130 

13,445,883 

302,500 

$^12,850,762 

151,667,143 

3,513,145 

$—7,250,761 

112,329,526 

1,312,439 

$—35,600,001 

Add:  Unbudgeted  Balances  at  Beginning  of  Year 

6 
6 

—39,337,617 

Transfers  From  General  Fund-  - 

—2,200,706 

Deduct:  Transfers  to  Postwar  Employment  Reserve 

Accumulated  Balances  at  End  of  Year,  Special  Funds 

$151,667,143 

$112,329,526 

$106,391,204 

$—5,938,322 
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SPECIAL  FUNDS— Continued 

Fair  and  Exposition  Fund — Continued 
Sixth    District    Agricultural    Associ- 
ation— Capital  Outlay 

District  Fairs — Current  Expenses 

District  Fairs — Capital  Outlay 

Horse   Racing   Board — Current 

Contributions  to  State  Employees' 
Retirement  Fund.       _   

Board  of  Control  Claim            

County  Fairs — Local  Assistance 

Transfers  to  Other  Funds: 

State  Agricultural  Society  Contingent 
Fund -- 

Sixth  District  Agricultural  Association 
Fund- 

Poultry  Testing  Project  Fund- 

Fish  and  Game  Preservation  FundB 

Pacific  Marine  Fisheries  Committee — 
Current  Expenses 

Division  of  Fish  and  Game — Current 
Expenses -  - 

Division  of  Fish  and  Game — Capital 
Outlay _ 

Marine  Research  Committee — Cur- 
rent Expenses 

Claim  of  Board  of  Control 

Funeral  Direotors  and  Embalmers  Fund, 
State -_ 

Furniture  and  Bedding  Inspection  Fund, 
Bureau  of 

Highway  Fund  n 

Division  of  San  Francisco  Bay  Toll 

Crossings — Current  Expenses 

Division  of  Highways — Current  Ex- 
penses  

Division  of  Highways — Capital  Outlay- 
Allocations  to  Cities  for  City  Streets  __ 

Board  of  Control  Claim 

Board  of  Control — Back  Salary  Claims. 
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Estimated 
Unbudgeted 

Balance 
June  30,  1951 
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8140,945 

S472.534 
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Unbudgeted 
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June  30,  1950 
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$449,614 
$21,283,461 
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SPECIAL  FUNDS— Continued 

Highway  Users  Tax  Fund: 

Transfers  from  Motor  Vehicle  Fund 

Transfers   from   Motor   Vehicle  Fuel 

Fund,     

Transfers    from    Transportation    Tax 

Fund _   _   

Transfers  to  Highway  Fund . 

Apportionment  to  Counties  for  County 

Roads     _             _   _         ____ 

Insurance  Fund __ 

Lands  Act  Fund,  State:..      _           

Transfers  to  State  Beach  Fund 

Transfers  to  State  Park  Fund 

Transfers    to    Veterans'    Dependents' 

Education  Fund -         _   __ 

Division    of    State    Lands — Current 

Division    of    State    Lands — Capital 
Outlay... 

Board  of  Control  Claim 

Board  of  Control — Back  Salary  Claims- 
Legislative  Printing  Fund  .     

Medical   Examiners,    Contingent   Fund 
of  the  Board  of      -   

Motor  Vehicle  Fund: 

Department    of    California    Highway 
Patrol — Current  Expense 

Department    of    California    Highway 
Patrol — Capital  Outlay - 

Department  of  Justice. _. 

Department  of  Motor  Vehicles — Cur- 
rent Expense.   _             - 

Department    of    Motor    Vehicles — 
Capital  Outlay   _   _ 

Board  of  Control  Claim        _ 

Board  of  Control — Back  Salary  Claims 
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Schedule  8 
GENERAL  FUND   BALANCE   SHEET  AS   OF   JUNE  30,   1948,   PER  STATE   CONTROLLER 


RESOURCES 
Cash  in  Treasury: 

Unapplied  Cash  in  the  General  Fund _ $28,747,802 

Cash  in  Other  Funds  Available  to  the  General  Fund: 

Alcohol  Beverage  Control  Fund $862 

Bank  and  Corporation  Franchise  Tax  Fund 53,228 

Gift  Tax  Fund - 728 

Motor  Vehicle  License  Fee  Fund - 639,813 

Personal  Income  Tax  Fund 1,401 

Retail  Sales  Tax  Fund --- 16,958 

State  Lands  Act  Fund 60,026                    773,016 

Total  Treasury  Cash  Available  to  the  General  Fund $29,520,818 

Investments: 

Bonds  at  Par  Value - $126,864,000 

TOTAL  RESOURCES - - $156,384,818 


OBLIGATIONS 
Appropriations: 

Appropriations  in  Force,  June  30,  1948 _         $169,116,210 

Less:  Unencumbered  balances  in  appropriations  which  by  their  terms  are  available  for 

expenditures  chargeable  to  subsequent  fiscal  years 135,204,919 

Appropriations  available  to  meet  obligations  incurred  to  June  30,  1948 $33,911,291 

Less:  Estimated  unencumbered  balances  in  appropriations  which  will  revert  to  surplus 

after  providing  for  expenditures  chargeable  to  prior  years 20,622,863 


TOTAL  OBLIGATIONS - -  $13,288,428 


SURPLUS 
ACCUMULATED  SURPLUS,  JUNE  30,  1948 $143,096,390 
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Estimated  Revenues,  1950-1951 


The  relationship  between  general  economic  condi- 
tions and  state  tax  collections  has  been  emphasized  on 
many  occasions.  In  the  main,  money  for  the  support  of 
general  governmental  activities  is  derived  from  levies 
which  reflect  the  changing  volume  of  business  trans- 
actions or  the  even  more  variable  elements  of  income 
and  profits.  Receipts  for  the  support  of  special  activities 
depend  chiefly  upon  the  more  stable  factors  of  motor 
vehicle  ownership  and  operation,  licenses,  and  charges 
for  special  governmental  services.  These  inherent  quali- 
ties and  differences  are  again  being  demonstrated  in 
current  revenue  receipts.  The  decline  in  business  activ- 
ity and  price  levels  which  started  in  the  last  quarter 
of  1948  is  being  reflected  in  General  Fund  revenue  col- 
lections during  the  present  fiscal  year  and  will  carry 
over  into  1950-51.  In  total,  General  Fund  income  will 
fall  approximately  $17,400,000,  or  3  percent,  below  the 
forecasts  made  a  year  ago.  Special  fund  receipts,  on  the 
other  hand,  will  be  $557,000  above  last  year's  budget 
expectations. 

Revenue  receipts  in  the  period  covered  by  this 
budget  will  depend  primarily  upon  business  conditions 
during  the  calendar  year  1950.  Many  uncertainties  exist 
in  the  present  outlook,  and  real  effort  has  been  made  to 
seek  expert  advice  and  to  weigh  informed  opinion  con- 
cerning probable  developments.  Economists  and  busi- 
ness forecasters  are  almost  uniformly  optimistic  regard- 
ing the  first  half  of  the  year.  While  some  concern  is 
expressed  regarding  the  more  distant  months,  there  is 
virtual  agreement  that  no  severe  adjustments  are  to  be 
expected  in  the  year  as  a  whole.  The  revenue  estimates 
presented  herewith  are  based  upon  this  general  premise. 
Although  a  more  conservative  basis  would  be  tenable, 
existence  of  the  Revenue  Deficiency  Reserve  provides  a 
margin  of  safety  and  makes  it  possible  to  resolve  some 
doubts  in  favor  of  the  optimistic  factors  in  the  business 
outlook. 

State  revenues  from  existing  sources  totaling  $858,- 
805,486  are  estimated  for  the  1950-51  Fiscal  Year.  This 
sum  may  be  compared  with  $841,600,157  anticipated 
during  the  current  year  and  actual  receipts  of  $783,- 
993,662  in  1948-49,  when  the  tax  yields  were  curtailed 
under  the  program  of  temporary  reductions  instituted 
in  1943.  Restoration  of  the  former  sales  tax  rate  and 
the  higher  levies  upon  personal  and  corporate  incomes 
will  be  fully  effective  during  the  coming  fiscal  year. 
However,  the  effect  of  these  changes  will  be  diminished 
somewhat  by  a  reduction  in  the  volume  of  taxable  sales 
and  a  shrinkage  in  the  net  income  of  individuals  and 
incorporated  enterprises  below  the  record  level  of  1948. 

Receipts  to  the  State  General  Fund  during  the  com- 
ing year  will  amount  to  $568,722,374,  as  against  $554,- 
617,172  estimated  for  the  present  year  and  $510,440,640 
in  1948-49.  Restoration  of  the  three  per  cent  sales  tax 
rate  on  July  1,  1949,  and  the  full  levies  upon  personal 
and  corporate  incomes  effective  January  1,  1950,  pre- 
vents a  direct  comparison  of  the  three  totals.  Adjust- 
ment of  the  figures  to  a  common  basis  in  terms  of  rates 
and  exemptions  shows  that  a  total  of  approximatelv 
$595,860,000  in  1948-49  and  $577,700,000  in  1949-50, 


would  be  comparable  to  the  $568,722,000  projected  for 
the  next  fiscal  year. 

Revenues  for  the  various  special  funds  and  reserves 
are  estimated  to  total  $290,083,112  compared  to  $286,- 
982,985  in  the  current  period  and  $273,553,022  in 
1948-49.  With  the  exception  of  $3,000,000  classified  as 
special  fund  revenue  in  the  last  two  years  but  General 
Fund  revenue  in  1950-51,  these  totals  are  directly  com- 
parable. Approximately  85  percent  of  all  special  fund 
receipts  are  derived  from  motor  vehicle  taxes  and  fees. 
As  a  result  of  the  increase  in  number  of  vehicles,  aggre- 
gate special  fund  income  has  been  increasing  and  should 
continue  to  advance  next  year.  Receipts  from  other 
sources,  such  as  horseracing  fees,  liquor  licenses,  and 
charges  for  special  services  provided  by  the  State  are 
expected  to  remain  relatively  stable. 

In  addition  to  these  amounts,  the  State  will  receive 
$183,959,795  from  the  Federal  Government  for  the  sup- 
port of  public  health,  education,  social  welfare,  and 
other  activities.  The  comparable  total  for  the  current 
year  is  $171,699,087,  while  actual  receipts  from  this 
source  in  1948-49  amounted  to  $114,582,541. 

Economic  Trends 

Most  of  the  war-induced  shortages  have  been  satis- 
fied by  the  high  rate  of  industrial  production  of  the 
last  three  years.  Fortunately,  the  readjustments  from 
abnormal  demand  of  the  early  postwar  period  to  normal 
consumption  rates  have  occurred  in  piecemeal  fashion. 
Non-durables,  such  as  clothing,  food,  and  household 
supplies,  were  the  first  to  be  satisfied  and  experience 
a  buyer's  market.  Price  adjustments  appeared  as  early 
as  1948,  but  inflationary  factors  which  were  dominant 
at  that  time  prevented  sharp  reductions  and  the  pattern 
to  date  has  been  one  of  continuing  moderate  decline. 

Consumers '  durable  goods,  such  as  stoves,  refriger- 
ators, radios  and  electrical  appliances,  soon  joined 
non-durables  in  the  return  to  normal  market  conditions. 
Again  the  pattern  of  reduced  output  and  price  adjust- 
ments occurred,  but  relatively  inflexible  cost  of 
production  has  held  price  adjustments  within  narrow 
limits.  Industrial  plant  construction  and  demand  for 
producers'  equipment  remained  active  throughout 
most  of  last  year.  HowTever,  indications  of  a  decline 
appeared  in  the  investment  plans  of  industry  for  the 
fourth  quarter  of  1949  and  the  early  months  of  1950. 
Residential  and  commercial  construction  registered 
a  marked  weakness  early  last  year,  but  recovered 
rapidly  to  make  1949  a  record  building  year. 

The  motor  vehicle  industry  as  a  whole  exhibited 
conflicting  trends  during  1949.  Output  of  commercial 
vehicles  was  reduced  to  the  needs  for  normal  replace- 
ment and  expansion,  and  elimination  of  the  keen 
demand  for  any  car  at  any  price  produced  severe 
changes  in  the  used  car  market.  Passenger  vehicle 
production  was  restricted  in  some  lines,  but  the  in- 
dustry as  a  whole  achieved  the  greatest  unit  volume 
in  its  history. 
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In  summary,  1949  was  a  year  of  moderate  readjust- 
ment from  the  peak  levels  of  employment,  production, 
income,  and  prices  recorded  in  the  feverish  activity  of 
the  previous  year.  Employment  was  maintained  at  a 
high  level  but  unemployment  increased.  Some  advances 
were  attained  in  salary  and  wage  income.  The  cautious 
purchasing  policy  on  the  part  of  industry  produced 
a  retrenchment  and  balancing  of  inventories.  For  a 
time  a  recession  threatened  to  reach  important  propor- 
tions, as  the  index  of  industrial  production  fell  17.5 
percent  in  eight  months.  But  recovery  in  building 
operations,  increasing  motor  vehicle  production,  im- 
proved merchandising  policies,  sustained  demand  for 
goods,  a  substantial  expansion  in  consumer  credit,  and 
larger  governmental  expenditures  halted  the  down- 
trend after  midyear  and  started  a  recovery  movement. 
Strikes  in  the  coal  and  steel  industries  interrupted  the 
up-trend  in  October,  so  that  its  full  force  is  not  known. 
However,  there  are  many  indications  that  the  recovery, 
coupled  with  after-effects  of  the  strikes,  will  produce 
a  high  level  of  activity  in  1950. 

7950  Outlook 

Certain  facts  stand  out  clearly  in  evaluating  prob- 
able business  trends  during  the  current  year.  Among 
the  most  important  of  these  is  the  change  in  general 
business  attitude.  The  relatively  mild  economic  shake- 
down and  the  surprising  resilience  which  terminated 
that  adjustment  last  year  have  materially  lessened 
the  threat  of  a  primary  postwar  depression — the  prin- 
cipal unknown  in  the  economic  equation  of  other  years. 
Confidence  appears  to  have  dislodged  apprehension, 
and  while  this  confidence  cannot  be  measured  in  terms 
of  degree  or  duration,  it  is  probably  the  one  single 
factor  which  was  not  present  a  year  ago. 

Stability  in  the  nation 's  money  supply  will  continue 
to  exercise  a  steadying  influence  on  the  economy.  The 
money  supply  today  rests  upon  government  debt  rather 
than  private  credit.  It  is,  therefore,  not  so  susceptible 
to  sharp  change,  with  reverberating  economic  shocks, 
as  a  result  of  curtailing  commercial  or  industrial  loans. 
In  fact,  national  fiscal  policy  during  the  next  year  at 
least  is  more  likely  to  expand  than  to  contract  the 
potential  money  supply. 

Another  factor  of  relative  stability  is  the  large,  and 
probably  increasing  government  expenditure  program. 
Purchases  of  goods  and  services  by  governmental  units 
in  1949  accounted  for  one-sixth  of  the  Nation's  gross- 
production.  This  component  is  unlikely  to  change 
materially  during  1950. 

Although  private  debt  has  been  expanding,  the 
total  today  is  not  excessive  compared  with  national 
production  and  the  means  available  for  financing  these 
obligations.  Farm  debt,  for  example,  is  small  not  only 
in  relation  to  total  investment,  but  also  in  terms  of  the 
current  farm  income.  Consumer  debt,  which  has  shown 
the  largest  gain  since  the  war,  amounts  to  less  than 
10  percent  of  spendable  income,  as  compared  to  more 
than  12  percent  in  1940.  While  private  debt  payments 
undoubtedly  will  be  more  burdensome  in  the  current 
year,  they  are  not  likely  to  be  the  cause  of  an  economic 
disruption. 

Aggregate  liquid  resources  held  by  individuals  in 
the  form  of  cash,  bank  deposits,  bonds,  and  other  invest- 
ments remain  essentially  at  the  postwar  high.  Official 


surveys  show  an  increasing  concentration  of  these  hold- 
ings in  upper  income  brackets,  where  accumulated 
needs  are  more  completely  satisfied,  but  holdings  are 
still  widespread  and  these  reserves  constitute  an 
important  source  of  potential  support  for  business 
activity. 

As  the  Nation  entered  1950,  current  production  and 
income  were  on  a  lower  plane  than  a  year  earlier.  In 
terms  of  the  1935-39  average,  the  index  of  industrial 
production  in  December  was  178,  compared  with  191 
at  the  beginning  of  last  year.  Employment  in  the 
Nation  as  a  whole  was  down  1.5  percent,  while  total 
personal  incomes  were  off  approximately  3  percent, 
with  most  of  the  decline  concentrated  in  salaries  and 
wages.  A  backlog  of  demand  for  products  built  up 
during  the  steel  strike,  coupled  with  a  high  level  of 
consumption  during  the  closing  months  of  1949,  give 
promise  of  a  sustained  production  in  the  first  half  of 
this  year.  Beyond  that  point,  the  economy  may  again 
be  tested  by  the  forces  of  recession  as  production  is 
adjusted  toward  the  needs  of  normal  replacement  and 
expansion.  Although  the  point  of  balance  cannot  be 
predicted  accurately,  many  recognized  authorities 
agree  the  decline  will  not  be  great,  and  the  year  as  a 
whole  will  approximate  the  levels  of  1949.  The  principal 
elements  of  stability  are  likely  to  be  sustained  activity 
in  the  building  field,  with  less  emphasis  upon  private 
building  operations  and  a  greater  volume  of  public 
building,  and  the  comparatively  large  volume  of  vehicle 
production  virtually  assured  by  the  fact  that  a  dispro- 
portionate number  of  cars  now  on  the  road  are  long 
past  the  normal  retirement  age. 

Proprietorship  profits,  including  the  net  income  of 
farmers,  have  been  reduced  by  falling  prices,  increased 
competition,  and  relatively  fixed  operating  costs.  This 
pressure  is  likely  to  continue,  producing  a  further 
decline  in  profits. 

Although  the  same  factors  will  operate  with  respect 
to  corporate  profits,  the  diversion  of  earnings  to  meet 
current  investment  in  plant  and  equipment  is  likely  to 
be  less,  leaving  a  larger  percentage  of  profits  available 
for  dividend  payments.  This  segment  of  personal 
income,  therefore,  may  be  larger  in  1950  than  in  earlier 
years.  Rental  income  may  also  be  greater,  particularly 
if  controls  are  relinquished,  but  the  increase  is  not 
likely  to  be  great  in  terms  of  the  aggregate  per- 
sonal income.  Interest  receipts  should  be  relatively 
unchanged,  but  an  increase  can  be  anticipated  in  mis- 
cellaneous income  as  a  result  of  the  National  Service 
Life  Insurance  refund,  and  somewhat  larger  payments 
for  unemployment.  The  refund  of  insurance  premiums 
to  veterans  should  be  a  particularly  effective  stimulant 
to  business,  since  it  will  go  to  a  population  group  with 
large  potential  needs  for  goods  and  services. 

In  total,  therefore,  the  aggregate  personal  income 
received  by  the  people  of  the  United  States  probably 
will  not  vary  materially  from  the  $210  billion  reported 
for  1949.  If  the  period  of  economic  hesitancy  expe- 
rienced last  year  is  not  repeated  in  1950,  the  total 
may  be  somewhat  higher.  If,  however,  starting  from  a 
slightly  lower  initial  level  there  is  a  reaction  after  the 
mid-year,  total  income  will  continue  the  gradual  down- 
trend shown  since  1948. 

Three  factors  of  stability  will  be  particularly  effec- 
tive with  respect  to  the  economic  situation  in  Cali- 
fornia.   Building  permits   issued  in  principal   cities 
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since  September  indicate  that  construction  activity  is 
increasing,  and  this  favorable  trend  should  continue. 
Although  this  State  has  contributed  a  substantial  part 
of  the  Nation's  postwar  building,  the  program  here 
lias  not  been  out  of  proportion  to  population  growth. 
Since  1940,  California  has  accounted  for  22  percent 
of  the  Nation's  total  population  increase.  Official 
reports  on  building  activity  here  and  in  the  Nation 
indicate  this  State  has  contributed  only  about  12  per- 
cent of  the  total  value  of  new  construction  undertaken 
since  1940.  Apparently  a  considerable  volume  of  build- 
ing remains  to  be  done.  This  conclusion  can  be  tested 
further  in  the  matter  of  residential  construction.  In 
1940  California  had  a  population  of  6,907,000  and 
2,148,000  dwelling  units,  or  a  ratio  of  3.22  persons 
per  unit.  "With  a  population  of  approximately  10,800,- 
000  at  the  end  of  1949,  a  total  of  3,350,000  units 
would  be  necessary  to  restore  the  former  ratio.  Avail- 
able data  indicate  that  only  950,000  new  permanent 
dwelling  units  have  been  provided  since  1940.  Allow- 
ing nothing  for  destruction  or  demolition,  this  would 
bring  the  total  to  3,100.000  permanent  units  at  the 
end  of  last  year.  Almost  two  more  years  of  building  at 
the  1949  rate  would  be  required  to  fill  the  250,000 
gap,  with  no  allowance  for  the  many  thousands  of  units 
needed  to  house, the  annual  population  increase. 

The  foregoing  figures  are  necessarily  approxima- 
tions and  there  may  be  a  considerable  difference  be- 
tween the  conclusion  indicated  and  actual  perform- 
ance, but  any  error  should  be  balanced  by  the  increase 
in  construction  of  schools,  hospitals,  public  buildings, 
and  institutional  facilities.  In  addition,  there  is  the 
possibility  that  a  start  will  be  made  on  the  low-cost 
housing  program  of  the  Federal  Government  before 
the  end  of  1950.  If  office  building  and  hotel  construc- 
tion, which  has  been  dormant  in  California  for  many 
years,  were  to  be  revived  on  the  scale  reported  in  some 
of  the  other  larger  states,  building  activity  during  the 
next  twelve  months  would  be  likely  to  surpass  1949. 

The  second  important  sustaining  factor  in  the  Cali- 
fornia situation  is  the  need  for  motor  vehicle  replace- 
ments.1 Although  new  vehicle  sales  averaged  372,000 
units  annually  in  the  last  three  years  and  totaled  more 
than  427,000  in  1949,  the  age-pattern  of  automobiles  is 
still  greatly  distorted  toward  older  models.  Registra- 
tion figures  show  that  2,757,000  of  the  vehicles  on  Cali- 
fornia highways  last  year — almost  two-thirds  of  the 
total — were  in  use  before  the  war,  and  1,854,000  of 
these  were  at  least  ten  years  old.  If  it  is  assumed  that 
all  prewar  models  will  be  replaced  by  the  end  of  1955, 
average  annual  sales  of  459,000  units  would  be  re- 
quired. Actually,  many  thousands  will  not  be  replaced 
within  this  time,  but  added  to  this  potential  is  the  trend 
toward  two-ear  families  and  the  need  for  additional 
vehicles  resulting  from  the  growth  of  suburban  resi- 
dential areas.  All  of  these  factors  indicate  that  this 
segment  of  the  economy,  in  California  at  least,  will  be 
strong  for  some  time  to  come. 

The  third  element  of  strength  here  is  the  continued 
growth  in  population.  An  increase  of  200,000  to  300,000 
persons  annually  produces  an  expanding  market  which 
must  be  considered  in  appraising  the  business  outlook. 


Basic  Assumptions 

In  preparing  the  forecasts  of  state  revenue  to  be 
received  during  the  1950-51  Fiscal  Year,  it  has  been 
necessary  to  adopt  certain  assumptions  with  respect  to 
trends  in  such  fundamental  factors  as  business  activ- 
ity, income  of  the  people  of  California,  prices,  and  pop- 
ulation growth.  These  assumptions  have  been  formu- 
lated after  an  analysis  of  economic  data  and  discussion 
with  California  economists.  They  are  in  general  agree- 
ment with  the  opinion  expressed  in  recent  statements 
by  leading  national  economists  and  economic  research 
agencies  regarding  the  outlook  for  the  country  as  a 
whole. 

(1)  Business  Activity.  It  has  been  assumed  that 
business  activity  will  be  as  great  in  1950  as  in  1949.  In 
general,  production  and  trade  apparently  started  the 
new  year  at  a  level  moderately  below  the  initial  month 
of  1949.  Present  rates  are  likely  to  be  maintained,  or 
increased  slightly,  during  the  first  half  of  the  3rear,  pos- 
sibly followed  by  a  moderate  decline.  The  implied  pat- 
tern, therefore,  is  one  of  relative  stability,  in  contrast 
with  the  higher  start,  recession,  and  partial  recovery  of 
last  year. 

(2)  Income  of  California  Residents.  Incomes  paid 
to  the  people  of  California  in  salaries,  wages,  dividends 
and  profits,  interest,  rentals,  and  other  receipts  totaled 
approximately  $16.9  billion  in  1949.  The  total  should 
not  be  materially  different  in  1950.  Employment  may 
be  fractionally  lower,  but  wage  rates  will  be  slightly 
higher,  indicating  little  change  in  the  salary  and  wage 
segment.  Dividends,  interest,  and  rentals  should  not 
change  materially,  but  proprietorship  profits,  includ- 
ing net  farm  income,  are  likely  to  be  lower  as  margins 
are  squeezed  between  inflexible  costs  and  competitive 
selling  prices.  The  decrease  at  this  point,  however,  will 
be  partially  offset  by  the  National  Service  Life  Insur- 
ance refund  to  California  veterans,  totaling  roughly 
$255,000,000.  On  this  basis,  aggregate  personal  income 
in  1950  has  been  estimated  at  $16.9  billion. 

Allowance  for  federal  and  state  income  taxes  indi- 
cates spendable  income  of  $15.2  billion.  Assuming  no 
change  in  the  pattern  of  personal  savings,  but  a  moder- 
ate further  expansion  in  credit,  expenditures  during 
the  year  are  estimated  to  total  $15.3  billion,  the  same  as 
in  1949  and  only  a  little  below  the  $15.6  indicated 
for  1948. 

(3)  Price  Levels.  Wholesale  prices  dropped  7 
percent  during  1949,  with  most  of  the  decline  occurring 
in  prices  of  farm  products  and  foods.  Consumer  prices 
were  down  2.3  percent  during  the  year,  and  most  of  this 
change  came  in  apparel  and  house  furnishings.  Despite 
an  evident  price  stability  in  the  last  half  of  the  year, 
it  has  been  assumed  that  increased  efficiency,  high 
levels  of  production,  and  competition  will  result  in 
further  price  declines  of  4  percent  for  wholesale  com- 
modities and  2  percent  in  consumer  prices.2 

(4)  Population.  According  to  Census  Bureau  es- 
timates, the  population  of  California  was  10,665,000 


1  Motorcycles  and  trailers  excluded  from  the  following  figures. 


-  This  assumption  was  made  in  January,  1950,  and  allows 
for  less  decline  than  appeared  probable  when  compilation  of  the 
budget  was  started.  Tentative  assumptions  regarding  the  prices 
to  be  paid  by  the  State  in  1950-51  (made  in  July,  1949)  antici- 
pated a  drop  of  20  percent  in  food  and  10  percent  in  manufac- 
tured products  between  June,  1949,  and  June,  1951.  It  may  be 
necessary  to  adjust  the  purchase  allowances  to  compensate  for 
the  change  in  price  outlook. 
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on  July  1,  1949.  It  has  been  assumed  that  growth  by 
migration  and  natural  increase  will  carry  the  total  to 
10,900,000  by  July  1,  1950,  and  11,125,000  by  July  1, 
1951. 

General  Fund  Taxes 

The  economic  pattern  indicated  above,  under  aver- 
age conditions  of  recent  years,  can  be  expected  with 
considerable  confidence  to  produce  the  $568,700,000 
estimated  for  the  State  General  Fund  during  1950-51. 
Any  substantial  deviation  from  the  assumed  economic 
pattern  would  produce  a  corresponding  change  in  tax 
revenue.  If,  for  example,  aggregate  income  payments 
increased  to  $17.7  billion,  General  Fund  revenue  would 
probably  reach  $600,000,000.  Conversely,  if  the  in- 
come of  California  residents  fell  to  $16.1  billion  in  1950, 
General  Fund  receipts  in  the  next  fiscal  year  could  be 
expected  to  drop  to  $542,000,000. 

The  peak  of  postwar  prosperity  in  California  was 
reached  in  the  third  quarter  of  1948,  so  far  as  the  retail 
sales  and  use  taxes  are  concerned.  Although  there  have 
been  seasonal  increases  since  that  time,  the  general 
trend  of  quarterly  sales  with  seasonal  differences 
eliminated  has  been  slightly  but  consistently  down- 
ward. Taxable  transactions  reported  in  1948  totaled 
$11.4  billion,  and  the  total  for  last  year  is  estimated  at 
$10.85  billion.  The  refund  of  National  Service  Life 
Insurance  premiums  will  provide  an  additional  element 
of  support  during  the  first  two  quarters  of  1950.  Based 
largely  upon  the  $15.3  billion  total  expenditures  of 
California  residents  estimated  for  1950,  sales  and  use 
tax  revenue  totaling  $335,675,000  has  been  estimated 
for  the  Fiscal  Year  1950-51.  Permit  fees  will  amount 
to  $125,000,  making  the  total  revenue  from  this  source 
$335,800,000.  Eeceipts  during  1949-50  are  estimated  at 
$325,375,000  and  actual  collections  in  1948-49  were 
$294,564,638.  Strict  comparison  between  these  three 
totals  is  not  possible  because  of  the  return  to  a  3  percent 
tax  rate  on  July  1, 1949.  Due  to  the  normal  lag  between 
tax  collections  and  the  filing  of  tax  returns,  only  a 
minor  part  of  the  increased  volume  of  revenue  began 
to  flow  into  the  State  Treasury  before  October  1,  1949. 
Consequently,  all  of  the  1948-49  total  and  about  one 
quarter's  receipts  in  1949-50  represent  tax  at  the  2^ 
percent  rate.  If  the  3  percent  rate  had  been  in  effect 
during  all  of  these  two  years,  receipts  would  have  been 
approximately  $351,800,000  in  1948-49  and  $337,900,- 
000  in  1949-50. 

Corporate  profits  during  1949  began  a  decline  from 
the  abnormal  heights  of  recent  years  and  further  ad- 
justments appear  probable  under  the  more  competitive 
business  conditions  in  prospect  for  1950.  It  is  expected 
that  this  decrease  in  taxable  earnings  will  offset  the 
increase  in  effective  tax  rate  under  both  the  bank  and 
corporation  franchise  tax  and  the  corporation  income 
tax.  Since  the  higher  rates  go  into  effect  at  the  mid- 
point of  the  State's  fiscal  year,  they  will  bolster  col- 
lections during  the  last  half  of  1949-50  and  the  first 
half  of  1950-51.  Revenue  receipts  from  these  sources, 
therefore,  will  not  fully  reflect  the  drop  in  corporate 
earnings  last  year  nor  the  further  decline  in  prospect 
for  1950. 

Receipts  from  state  taxes  on  the  net  incomes  of 
banks  and  corporations  during  1950  are  computed  pri- 
marily on  the  basis  of  net  earnings  from  California 


operations  in  1949.  In  estimating  this  year's  collections, 
comparative  data  on  taxable  incomes  in  1948  and  1949 
were  obtained  from  280  corporations  accounting  for 
roughly  35  percent  of  the  tax  base.  This  selected  sample 
was  classified  into  broad  industry  groups  and  com- 
parisons were  made  between  1948  and  1949  earnings. 
The  percentage  change  for  each  group  in  the  sample 
was  applied  to  the  total  taxable  earning  of  that  group 
reported  last  year.  From  this  information,  it  is  esti- 
mated the  base  on  which  taxes  will  be  paid  this  calendar 
year  will  be  $1,766  million,  compared  to  $2,143  million 
last  year. 

Receipts  during  1951  will  be  determined  by  the  net 
earnings  in  1950.  Some  groups,  such  as  utilities,  will 
no  doubt  show  an  improvement  in  net  earnings.  Others 
may  be  able  to  expand  or  maintain  profit  ratios  through 
improved  efficiency,  but,  in  general,  a  moderate  fur- 
ther decline  is  to  be  expected  as  net  income  is  squeezed 
between  fairly  stable  costs  and  competitive  pricing. 
A  5  percent  decrease  in  aggregate  corporate  income 
taxable  by  California  has  been  assumed  in  projecting 
revenues  from  this  source. 

Adjustment  to  fiscal  year  amounts,  and  allowance 
for  additional  assessments  as  a  result  of  the  auditing 
program  shows  $76,200,000  from  the  bank  and  cor- 
poration franchise  tax  in  1950-51,  compared  with 
$76,400,000  in  the  current  year  and  actual  collections 
of  $75,257,562  in  1948-49.  Revenue  from  the  supple- 
mentary corporation  income  tax  is  forecast  at  $535,000 
next  vear  and  $565,000  in  the  current  period,  against 
actual  receipts  of  $540,742  in  1948-49. 

In  1943,  personal  income  tax  exemptions  were 
raised  from  $1,000  (single)  and  $2,500  (family)  to 
$2,000  and  $3,500.  At  the  same  time,  the  maximum 
rate  was  reduced  from  15  percent  to  6  percent.  Exemp- 
tions were  again  raised  in  1945  to  $3,000  and  $4,500. 
With  respect  to  the  tax  on  1949  income,  exemptions 
return  to  the  1945  pattern  and  rates  are  increased  1 
percent  on  taxable  income  between  $5,000  and  $30,000. 
These  changes  will  add  approximately  $14,000,000 
annually  to  the  State's  revenues  at  current  levels  of 
income. 

Although  the  aggregate  income  of  California  resi- 
dents last  year  was  only  a  fraction  under  the  1948 
total,  there  was  an  important  shift  in  the  income  pat- 
tern. "Wage  and  salary  receipts  remained  constant. 
Rental  and  dividend  income  increased  about  6  percent, 
but  proprietors'  net  income  dropped  an  estimated  19 
percent.  Other  receipts,  including  items  such  as  unem- 
ployment insurance,  veterans'  benefits,  and  pension 
payments,  increased  more  than  23  percent.  In  estimat- 
ing income  tax  receipts  these  changes  in  the  different 
kinds  of  income  are  more  important  than  changes  in 
the  total.  Analysis  of  data  for  1947  3  shows  that  salaries 
and  wages  constituted  62.5  percent  of  the  income 
received  by  Californians  but  only  43  percent  of  the 
income  reported  for  taxation.  Proprietors'  income  (the 
net  earnings  of  unincorporated  business,  professional 
services,  farms,  etc.)  provided  20.3  percent  of  the 
income  received  but  36.7  percent  of  income  reported 
for  taxation.  Dividends,  interest,  rentals,  and  other 
receipts  from  property  accounted  for  11  percent  of  the 
total  income  and  15.4  percent  of  income  shown  on  tax 
returns.  Other  income,  such  as  pensions  and  benefit 
payments,  made  up  6.2  percent  of  the  income  received 


3  Latest  year  for  which  complete  statistics  are  available. 
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in  1947,  but  was  unimportant  in  the  tax  base.  When 
tax  receipts  are  considered,  the  importance  of  different 
types  of  income  is  even  more  marked.  Proprietors' 
profits,  along  with  income  from  property,  fall  chiefly 
into  the  higher  income  brackets  and  take  higher  tax 
rates.  In  terms  of  tax  receipts,  salaries  and  wages 
accounted  for  only  27.6  percent  of  the  1947  total ; 
proprietors'  income  40.3  percent,  and  property  income 
23.8  percent.  Capital  gains  which  can  fluctuate  widely 
from  year  to  year  provided  8.2  percent  of  the  tax. 
The  forecasts  presented  herewith  weight  the  volume 
of  income  in  each  of  these  segments  by  its  relative  tax 
importance  and  allow  for  both  the  lower  exemptions 
and  the  higher  rate  of  tax  above  $5,000. 

With  exception  of  a  probable  further  drop  in  pro- 
prietorship earnings,  taxable  income  received  during 
1950  is  likely  to  be  about  the  same  as  that  estimated 
for  1949.  On  this  basis,  personal  income  tax  receipts, 
including  assessments  as  a  result  of  auditing  returns, 
are  estimated  to  be  $61,900,000  for  1950-51.  Since 
receipts  during  the  first  six  months  of  the  current  fiscal 
year  were  determined  by  the  former  rates  and  exemp- 
tions, the  corresponding  estimate  for  1949-50  is  some- 
what lower — $58,850,000.  Actual  receipts  during 
1948-49  were  $50,142,289. 

Taxable  distribution  of  distilled  spirits  reached  a 
record  volume  of  22.5  million  gallons  in  1946,  largely 
as  a  result  of  demand  for  dealer  inventories.  The  fol- 
lowing year  taxable  volume  dropped  sharply  to  16.5 
million  gallons  and  a  further  decline  carried  the  total 
to  16.2  million  gallons  in  1949.  In  terms  of  the  adult 
population,  the  2.23  gallons  average  consumption 
indicated  for  last  year  is  back  almost  to  the  prewar 
average  of  2.17  after  the  abnormally  high  figures  of 
the  war  years.  This  ratio  is  estimated  at  2.25  gallons 
for  1950-51.  Tax  receipts  will  amount  to  $13,200,000, 
compared  with  $13,150,000  in  the  current  year  and 
$13,814,727  in  1948-49. 

Beer  consumption  has  remained  relatively  stable, 
while  wine  use  has  shown  a  substantial  increase  during 
the  last  two  years.  Since  the  tax  rates  are  low  on  both 
beverages,  changes  in  revenue  collections  have  been 
minor.  Receipts  from  these  sources  are  estimated  at 
$3,600,000  for  1950-51,  against  $3,575,000  in  1949-50 
and  actual  receipts  of  $3,748,705  in  1948-49. 

Gross  business  by  insurance  companies  last  year,  on 
which  tax  will  be  paid  in  1950-51,  increased  approxi- 
mately 2  percent,  according  to  data  received  from  a 
carefully  selected  sample  of  113  companies  operating 
in  this  State.  On  the  basis  of  change  shown  for  eacn 
of  the  principal  lines  of  insurance,  tax  receipts  will 
amount  to  $23,200,000.  The  .assessment  of  taxes  to 
be  collected  during  the  current  year  has  been  com- 
pleted and  receipts  are  estimated  at  $22,853,000.  Actual 
revenue  from  this  source  in  1948-49  amounted  to 
$20,155,770. 

Revenue  from  the  inheritance  tax  depends  to  a  great 
extent  upon  the  number,  size,  and  disposition  of  large 
estates.  Values  established  for  tax  purposes  reflect  the 
fluctuations  in  security  prices  and  property  values.  A 
strong  upward  trend  in  inheritance  tax  receipts  has 
been  registered  during  most  of  the  postwar  period.  This 
movement  was  interrupted  in  1948,  but  it  has  been 
resumed  during  recent  months,  and  should  continue  as 
the  current  increase  in  security  prices  enter  more  fully 
into    tax    computations.    Inheritance    tax    collections 


amounted  to  $20,439,747  in  1948-49  and  are  estimated 
at  $20,000,000  for  the  current  year.  The  forecast  for 
1950-51  is  $21,000,000. 

Gift  tax  receipts  are  determined  by  the  number  and 
size  of  taxable  transfers  between  living  persons.  The 
volume  of  tax  increases  to  some  extent  as  successive 
gifts  are  made  from  one  donor  to  the  same  donee,  but 
this  feature  of  the  tax  is  not  sufficiently  important  to 
become  a  measurable  factor  in  forecasting  revenues. 
Collections  rose  sharply  in  1946-47  but  have  since 
remained  relatively  stable.  Receipts  in  1948-49  reached 
a  record  of  $1,357,435,  but  current  year  amounts  are 
running  below  the  level  of  last  year.  A  total  of 
$1,250,000  is  estimated  for  1949-50  and  repetition  of 
this  amount  is  anticipated  for  1950-51. 

Special  Fund  Revenues 

Continued  growth  in  the  number  of  motor  vehicles 
on  California  highways  has  produced  a  corresponding 
increase  in  the  volume  of  motor  vehicle  taxes  and  fees. 
With  approximately  three  million  vehicles  registered 
in  1945,  an  average  increase  of  more  than  one-third 
million  units  each  year  carried  fee-paid  registrations  to 
4,500,000  at  the  end  of  1949.  Even  this  number  is  below 
the  prewar  level  in  relation  to  total  population,  and  a 
further  increase  is  expected.  The  forecasts  of  fees  and 
other  motor  vehicle  revenues  for  1950-51  are  predicated 
upon  registrations  of  4,725,000  units  in  1950  and 
4,880,000  by  December  31,  1951.  These  numbers  will 
reestablish  the  prewar  ratio  of  2.3  persons  per  regis- 
tered vehicle. 

Receipts  from  registration  and  weight  fees  during 
the  next  fiscal  year  are  forecast  at  $47,700,000,  com- 
pared to  $46,650,000  in  the  current  period  and  $49,384,- 
451  reported  for  1948-49.  Of  the  latter  figure,  approxi- 
mately $4,000,000  represented  prior  year  revenue 
unavoidably  delayed  in  transfer  to  the  Treasury  by  a 
revision  in  the  tabulating  procedure  used  by  the  Depart- 
ment of  Motor  Vehicles.  For  purposes  of  comparison 
with  present  estimates,  1948-49  receipts  should  be 
adjusted  to  roughly  $45,400,000. 

Other  motor  vehicle  fees  and  miscellaneous  income, 
including  transfer  fees  and  drivers'  licenses,  are  esti- 
mated at  $6,595,000  for  1950-51  and  $6,870,690  for 
1949-50.  Actual  receipts  from  these  sources  last  year 
amounted  to  $6,223,126,  including  $191,753  in  caravan 
fees,  which  since  November,  1948,  have  been  deposited 
in  a  trust  account  pending  court  decision  on  the  legality 
of  this  levy.  Motor  vehicle  license  fees  (in  lieu  tax) 
will  return  a  total  of  $46,950,000  next  year,  under  the 
estimates  presented  in  this  budget,  compared  with 
$44,600,000  indicated  for  the  current  fiscal  year,  and 
actual  receipts  of  $35,633,403  in  1948-49. 

While  motor  vehicle  numbers  have  been  increasing 
sharply  from  year  to  year,  gasoline  consumption  per 
vehicle  has  slipped  moderately  from  the  701  gallon  total 
recorded  in  1946-47.  Unit  consumption  of  637  gallons 
is  indicated  this  year  and  a  further  decline  to  625 
gallons  per  vehicle  is  anticipated  for  1950-51.  Due  to 
the  increasing  number  of  vehicles,  however,  taxable 
fuel  consumption  next  year  will  exceed  3  billion  gallons 
for  the  first  time,  and  revenue  from  this  source  is  esti- 
mated to  reach  $135,000,000.  The  corresponding  figures 
for  other  years  are :  $130,935,000  in  1949-50  and  $124,- 
236,543  in  1948-49. 
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"With  continued  increase  in  the  use  of  diesel  motors, 
receipts  from  the  use  fuel  tax  are  expected  to  total 
$4,440,000  in  1950-51,  against  $4,290,000  estimated  this 
year  and  actual  income  of  $4,137,566  in  1948-49.  Motor 
transportation  tax  and  permit  fees  are  estimated  at 
$8,030,000  this  year  and  next,  compared  with  $7,952,- 
675  in  1948-49.  * 

Liquor  license  fees  are  forecast  at  $8,240,000  next 
year  and  $8,350,000  in  the  present  period,  against  a 
total  of  $8,598,451  in  the  12  months  ending  June  30, 
1949.  Horse-racing  license  fees  are  estimated  to  be  $15,- 
341,988,  in  comparison  with  $15,423,853  during  1949-50 
and  $17,292,499  in  1948-49.  Of  these  amounts,  $3,577,- 
636  will  go  to  the  General  Fund  next  year,  compared 
with  $345,644  currently  and  $1,165,150  in  1948-49.  The 
large  increase  in  the  General  Fund  share  of  this  rev- 
enue during  1950-51  is  due  entirely  to  the  expiration  of 
legislation  appropriating  approximately  $3,000,000  an- 
nually from  this  source  to  the  Wildlife  Restoration 
Fund  during  the  three  years  ending  June  30,  1950. 

Recenf  Revenue  Trends 

Although  some  of  the  present  state  tax  levies  have 
been  in  effect  for  several  decades,  the  revenue  system 
as  a  whole  dates  from  1935.  In  that  year  the  last  of 
the  important  taxes  were  added  to  the  structure  and, 
except  for  the  highway  revenue  bills  of  1947,  subse- 
quent changes  have  been  either  in  the  nature  of 
perfecting  amendments  4  or  temporary  rate  changes. 
State  revenue  receipts  in  1936-37 — the  first  full  year 
under  the  present  system — totaled  $232,400,000  or 
approximately  one-third  of  the  total  estimated  for 
next  fiscal  year,  adjusted  for  the  higher  gasoline  tax 
and  increased  vehicle  licenses. 

The  history  of  state  tax  collections  has  been  one 
of  almost  constant  increases.  Only  in  the  recession  of 
1937  and  1938  was  a  drop  in  revenue  apparent. 
Average  receipts  during  the  five  prewar  years  were 


$260,600,000.  In  spite  of  substantial  tax  reductions 
and  limitations  on  the  use  of  motor  vehicles  during 
the  war,  revenues  continued  to  rise,  averaging  $379,- 
000,000  during  the  four  war  years.  Price  increase, 
population  growth,  and  larger  incomes  were  the  under- 
lying causes  of  this  gain  and  they  have  exercised  even 
greater  importance  in  the  postwar  period.  From  less 
than  $500,000,000  in  1945-46  the  total  rose  to  $605,000,- 
000  the  following  year  with  no  change  in  tax  rates. 
Further  advances  were  shown  in  the  following  years, 
but  the  most  recent  increments  are  largely  reflections 
of  changing  tax  rates  and  exemptions. 

Per  capita  revenue  collections  in  the  five  prewar 
years  averaged  $38.49,  of  which  two-thirds  represented 
receipts  for  the  General  Fund  and  one-third  went  to 
special  funds.  Per  capita  revenues  this  fiscal  year  are 
estimated  at  $78.06,  or  about  twice  the  prewar  average, 
and  the  amount  indicated  for  next  year  is  $77.98.  A 
little  less  than  two-thirds  goes  to  the  support  of  general 
activities  ($51.64)  and  a  little  more  than  one-third 
($26.34)  goes  to  special  funds. 

In  terms  of  total  income  received  by  the  people  of 
California,  state  taxes  currently  take  a  slightly  smaller 
percentage  of  total  income  than  before  the  war.  From 
1935  through  1941,  revenue  collections  averaged  $5.17 
per  $100  of  total  income  received  by  California  resi- 
dents. In  the  war  period,  this  ratio  dropped  to  less  than 
$4  per  $100.  This  fiscal  year  it  will  amount  to  approxi- 
mately $4.98,  and  during  1950-51  it  is  estimated  that 
$5.08  will  be  collected  by  the  State  for  each  $100 
received  as  income  by  the  people  of  California. 

Summary  data  on  population,  income  payments, 
state  revenue  collections,  and  ratios  of  state  revenues 
to  population  and  income  are  shown  in  the  following 
table. 


4  The  corporation  income  tax  and  use  fuel  tax  enacted  in 
1937  and  the  gift  tax  inaugurated  in  1939  were  all  new  taxes, 
but  their  essential  purpose  was  to  supplement  previously  existing 
levies  and  prevent  tax  avoidance,  rather  than  to  broaden  the 
tax  system. 


SUMMARY  OF  STATE 

POPULATION,  INCOME   PAYMENTS  TO   INDIVIDUALS    AND  STATE 

TAX 

REVENUE 

Estimated 
Population 
Dec.  31st 

Estimated 
Income  of 

Individuals 

Income 
Per 

Fiscal 

State  Revenues  (Thousands) 

Revenue  Per  Capita 

Revenue  Per  $100  of 
Individual  Income 

General 

Special 

General 

Special 

General 

Special 

Year 

(Thousands) 

(Millions) 

Capita 

Year 

Fund 

Funds 

Total 

Fund 

Funds 

Total 

Fund 

Funds 

Total 

X936-- 

_    6,434 

$4,730 

$746 

1936-37 

$159,722 

$72,683 

$232,405 

$24.82 

$11.30 

$36.12 

$3.38 

$1.54 

$4.92 

1937— 

_    6,592 

5,047 

773 

1937-38 

176,953 

7S.742 

255,695 

26.84 

11.95 

38.79 

3.51 

1.56 

5.07 

1938— 

_    6,720 

4,772 

717 

1938-39 

170,816 

80,668 

251,484 

25.42 

12.00 

37.42 

3.58 

1.69 

5.27 

1939— 

_    6,S83 

5,047 

744 

1939-40 

178,061 

89,059 

267,120 

25.87 

12.94 

38.81 

3.53 

1.76 

5.29 

1940— 

_    7,178 

5,606 

803 

1940-41 

200,07S 

96,421 

296,499 

27.S7 

13.43 

41.30 

3.57 

1.72 

5.29 

1941*. 

_    7,320 

6,922 

962 

1941-42 

242,667 

98,760 

341,426 

33.15 

13.49 

46.64 

3.50 

1.43 

4.93 

1942*- 

_    7,467 

8,964 

1,204 

1942-43 

279,322 

84,418 

363,740 

37.41 

11.31 

48.72 

3.12 

.94 

4.06 

1943*. 

_    7,695 

11,720 

1,565 

1943-44 

307,935 

86,810 

394,745 

40.02 

11.28 

51.30 

2.63 

.74 

3.37 

1944*- 

_    8,132 

13,048 

1,651 

1944-45 

322,491 

93,S94 

416,384 

39.66 

11.55 

51.21 

2.47 

.72 

3.19 

1945*. 

_    8,812 

13,242 

1,583 

1945-46 

364,402 

132,445 

496,847 

41.35 

15.03 

56.38 

2.75 

1.00 

3.75 

1946- 

_    9,642 

15,184 

1,603 

1946-47 

447.2S8 

157,645 

604,934 

46.38 

16.35 

62.73 

2.94 

1.04 

3.98 

1947- 

_  10,083 

16,256 

1,634 

1947-48 

471,697 

251,022 

722,719 

46.7S 

24.90 

71.68 

2.90 

1.54 

4.44 

1948- 

_  10,510 

17,099 

1,651 

1948-49 

510,441 

273,553 

783,994 

48.57 

26.03 

74.60 

2.99 

1.60 

4.59 

1949- 

_  10,782 

16,900 

1,585 

1949-50 

554,617 

286,983 

841,600 

51.44 

26.62 

78.06 

3.28 

1.70 

4.98 

1950- 

._  11,013 

16,900 

1,550 

1950-51 

568,722 

290,083 

858,805 

51.64 

26.34 

77.9S 

3.36 

1.72 

5.0S 

*  Amounts  shown  represent  civilian  population,  estimated  income  of  civilians,  and  per  capita  income  of  civilians. 

Population  data  for  the  period  1936-194S  are  based  upon  United  States  Census  Bureau  estimates  for  July  1  of  each  year.  Estimates 
for  1949  and  1950  were  prepared  by  the  State  Department  of  Finance  for  purposes  of  budget  preparation. 

Income  of  individuals,  1936-1948,  are  estimates  by  the  Office  of  Business  Economics,  United  States  Department  of  Commerce. 
Estimates  for  1949  and  1950  were  prepared  by  the  State  Department  of  Finance. 

Amounts  of  income  per  capita  were  obtained  by  comparing  the  data  shown  on  income  and  population  July  1.  The  amounts  differ 
slightly  from  corresponding  per  capita  averages  published  by  the  United  States  Department  of  Commerce. 
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OTHER  DEPARTMENTS  AND  AGENCIES 
— Continued 

Mental  Hygiene — Continued 
Norwalk  State  Hospital: 

"E. 

X 

d                   |      ' 

as              >     i 

a    -  :  1 
s  .-si i 

O            x     s   -— 
"           E      x     3 

«          o  1    g 
d        **  .2   C 

c      £  £^ 

§  fe.l 

* 
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Stockton  State  HoHpital: 
Miscellaneous  income- 

Totals,  Stockton  State  Hospital 
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Pay  patients  board —                                
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Sonoma  State  Home: 
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Military  Affairs: 

Office  of  the  Adjutant  General: 

Contract    payments   from    Federal    Government   for 

operation  of  installations 

United   States   Military  funds  in   lieu  of  restoration 

under  government  lease  at  Lockheed  Air  Terminal  . 
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OTHER  DEPARTMENTS  AND  AGENCIES 
— Continued 

Public  Health  a 

Department  of  Public  Health: 

Fees  for  search  of  records  and  certified  copies  of  vital 

statistics _ 

Fees  for  delayed  birth  registration.  _ 

Licenses  to  clinics  and  dispensaries  _        

Licenses  to  clinical  laboratories 

Licenses  to  cold  storage  plants 

Licenses  to  biologies  manufacturers 

Licenses  to  hospitals _ _ 

Licenses  to  walnut  shelling  plants 

Certificates  to  non  profit  hospitals. .      .        _   __   _ 

Licenses  for  sale  of  horse  meat 

Audiometrist  registration  fees _.     _ 

Fines  for  violation  of  Health  and  Safety  Code 

Miscellaneous  income     

Cannery  licenses 

Cannery  inspection  fees   ...   _- 

Totals,  Public  Health 

Public  Utilities 

Note  and  bond  issue  fees  __ 

Filing  fees.         __   _         

Quarterly  fees    

Application  fees _ 

Penalties   -          _      __   

Sale  of  documents  and  miscellaneous  income _. 

Totals,  Public  Utilities 

Public  Works 

Division  of  Architecture: 

Plan  approval  fees __   

Division  of  Highways:  a 

Franchise  tax  on  toll  ferries. ______ 

Supervision  of  outdoor  advertising  licenses  permits  and 
penalties   _   __     

Totals,  Division  of  Highways      _    ._   _ 

Division  of  Water  Resources: 

Fees  and  miscellaneous  income 

Watermaster  district  assessments  and  penalties __ 

Aeronautics  Commission: 

Sale  of  air  maps  and  airport  directory _     _ 
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Administrative — Continued 
Education — Continued 

Department  of  Education — Continued 
Los    Angeles  -  Orange    County    State 

College 

Sacramento  State  College     

San  Diego  State  College     _   

San  Francisco  State  College 

San  Jose  State  College. 

California  Maritime  Academy.  _   __ 

California  Polytechnic  College — 

School  for  the  Blind,  Berkeley 

School  for  the  Deaf,  Berkeley 

School  for  the  Deaf,  SouthernCalifornia. 
School  for  Cerebral  Palsied  Children, 

Northern  California —   _    — 

School  for  Cerebral  Palsied  Children, 

Southern  California.   -        __     

Training  Center  for  the  Adult  Blind, 

Oakland .        —    _        _     _. 

Industrial  Workshop  for   the   Blind, 

Los  Angeles _   -       — _- 

State  Blind  Shop,  San  Diego   

Totals,  Department  of  Education- 
University  of  California    

Totals,  Education _ 

Fiscal  Affairs: 

Department  of  Finance: 

General  Activities 

Buildings  and  Grounds  Division,  . 

Local  Allocations  Division 

Printing  Division   __                ._ 

Division  of  State  Lands          ._    __ 
Napa  State  Farm.   .__     __ 

Totals,  Department  of  Finance 

Division  of  Fairs  and  Expositions: 

State  Agricultural  Society   

Sixth  District  Agricultural  Associa- 

District  Agricultural  Associations 
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Schedule  12 


RECONCILIATION  OF  THE  1949-50  BUDGET  WITH  THE  ESTIMATED  EXPENDITURES  FOR   1949-50 

AS  PRESENTED  IN  THE  1950  BUDGET 


1949-50 
Budget  as 
Submitted 

Legislative 

Changes  to 

Budget 

Special 

Appropriations 

Enacted  at  the 

1949  Session 

Effect  of 
Changes  in 
Constitution 

Special 

Appropriations 

Enacted  at  the 

1949  Special 

Session 

Revised 

Estimates  and 

Savings  a 

1949-50 
Expenditures 

Per 
1950  Budget 

STATE  OPERATIONS 
BUDGET 

Current  Expenses: 

$1,296,590 

1,190,940 

414,195 

1,894,513 

8,193,302 

15,207,460 

17,190,335 

30,980,986 

167,200 

26,658,997 

10,774,137 

4,030,470 

2,570,332 

1,911,126 

34,223,959 

2,811,342 

11,314,944 

18,010,634 

2,437,514 

4,826,858 

2,558,100 

29,700,500 

8,361,659 

157,921,300 

4,769,101 

12,113,822 

—1,465,630 

$1,300,000 

$135,600 

$130,000 

$—757,970 

—92,781 

6,730 

155,231 

—234,272 

225,317 

874,484 

1,199,561 

>>  —167,200 

—101,421 

—180,934 

105,209 

—8,861 

3,008 

192,695 

—148,263 

355,336 

182,908 

109,316 

—201,415 

70,945 

187,077 

—889 

$2,104,220 

$—5,160 

—112,175 

15,016 

64,681 

—1,004,234 

—138,769 

—359,900 

1,092,999 

308,750 

2,064,760 

245,800 

8,269,511 

14,428,543 

152,303 
215,000 

18,078,353 

32,035,647 

b 

—384,363 

—929,882 

—62,388 

30,023 

1,667 

—1,406,402 

—268,670 

—303,768 

—612,547 

—11,309 

—87,453 

77,775 

—78,592 

819.358 

508,391 

26,681,604 

9,663,321 

4,073,291 

2,591,494 

32,865 

1,948,666 

33,010,252 

2,394,409 

11,366,512 

35,000 

17,615,995 

Professional   and  Vocational 

2,535,521 

Public  Health        .      _    _      ... 

875,000 

5,412,990 

2,706,820 

—125,000 

29,683,985 

Social  Welfare: 

—2,537,398 
—62,985,600 

6,642,730 

94,935,700 

149,960 
—780,605 

22,480 
—2,465,700 

101,867 

4,941,541 

2,888,599 

11,756,116 

Credits  for  Overhead  Services 

—1,363,763 

Totals,    Current 
Expenses    -_ 

$410,064,686 

$3,908,093 
$8,100,000 

$6,600,000 

$—5,387,737 

$6,127,958 

$—65,387,398 

$130,000 

$—567,542 

$344,979,967 
$3,908,093 

$—6,000,000 

$—100,000 

°  $—1,363,770 
•  $—6,238,900 

$636,230 

Provision  for  1948-49  Salary 

$361,100 

Totals,     State     Oper- 
ations Budget 

$428,672,779 

$—11,387,737 

$6,127,958 

$—65,387,398 

$30,000 

$—8,170,212 

$349,885,390 
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Schedule    12-RECONCILIATION   OF   THE    1949-50  BUDGET  WITH  THE  ESTIMATED  EXPENDITURES 
FOR    1949-50   AS   PRESENTED   IN   THE    1950   BUDGET-Continued 


1949-50 
Budget  as 
Submitted 

Legislative 

Changes  to 

Budget 

Special 

Appropriations 

Enacted  at  the 

1949  Session 

Effect  of 
Changes  in 
Constitution 

Special 

Appropriations 

Enacted  at  the 

1949  Special 

Session 

Revised 

Estimates  and 

Savings1 

1949-50 
Expenditures 

Per 
1950  Budget 

CAPITAL  OUTLAY 

BUDGET 

Agriculture.. ..    _ 

$531,750 

17.762,843 
15,385,615 
48,296,515 

1.000.000 

14,582,827 

671,227 

26,838.868 

10,000,000 

4,260,000 

12,138,309 

696,400 

84,801.899 

1,686,300 

2,470,000 

$14,885 

760,074 

—906,247 

—126,792 

$100,000 

S— 220,097 

13.983.661 

13.417,922 

17,713.713 

b— 1,000.000 

10,939,062 

—229,700 

9,886,922 

902,538 

32,824 

2,961.236 

2,071,718 

11,376,420 

417,887 

—164,936 

Corrections 

32,506,578 
30.022,290 
70,222,436 

Education 

2,125.000 
4,339.000 

University  of  California.  _     

Employment b 

Fiscal  Affairs.      

—4,996,558 

—50,600 

—377,878 

—7,000,000 

75,000 

20,600,331 

390,927 
36,347,912 

3,902,538 

4,292,824 
13,289,941 

2,762,658 
99,672,319 

1,382,192 

1.000.000 

California  Highway  Patrol  -  - 

Mental  Hygiene   .    

Military  Affairs 

Motor  Vehicles 

Natural  Resources        _.    

—1,832,604 

—5,460 

3,494,000 

—721.995 

—1,305,064 

23.000 

Public  Health __   . 

Public  Works.        _    ._ 

Veterans' Affairs.     .   __   __ 

Miscellaneous  not  allocated  to 
functions            _   __ 

Totals,    Capital 

Outlay  Budget . .  . 

$241,122,553 
$208,614,549 

$—13,054,239 

$6,662,000 
$6,515,000 

$82,089,170 

$1,193,018 

'  25,585,649 

—103,091 

1,935,249 

—754,762 

451,710 

$316,819,484 
$218,422,567 

LOCAL  ASSISTANCE 
BUDGET 

Subventions: 
For  Education: 

Public  Schools         _    _ 

$2,100,000 

School  Building  Construc- 
tion      _      

20,949.515 
9,211,564 

35,280,000 
3,920,129 

3,087,550 

475,000 

1,026,511 

10,000 

S40,457,021 

8,629.808 

73,020,803 
11,621,813 
35  576  749 

For  Public  Health 

For  Public  Works. 

S25.000 
159,230 

For  Other  Purposes 

4,541,069 

Totals.  Subventions. 
Shared  Revenues. 

$277,975,757 
$112,416,850 

$184,230 

$11,114,061 
<•  $19,094,576 

$40,457,021 

$10,729,808 

$28,307,773 
$—222,532 

$368,768,650 
$131,288,894 

Totals,    Local    Assist- 
ance Budget 

$390,392,607 

$184,230 

$30,208,637 

$40,457,021 

$10,729,808 

$28,085,241 

$500,057,544 

GRAND    TOTAL    EXPENDI- 
TURES  

SI, 060,187,939          $ — 24  257  746 

$42,998,595 

$—24,930,377 

$10,759,808 

$102,004,199 

$1,166,762,418 

a  Net  after  providing  for  deficiency  authorizations  and  allocations  from  Emergency  and  Salary  Increase  Funds. 

b  Not  accounted  as  a  state  expenditure  in  the  1950  Budget. 

c  These  amounts  have  been  allocated  to  the  various  agencies  listed  above. 

d  Effect  of  advance  in  date  of  apportionments. 

e  Originally  estimated  to  be  expended  in  prior  years. 
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Schedule  13 

STATEMENT   OF   BONDED    DEBT   OF   THE   STATE   OF   CALIFORNIA 
AS   OF   NOVEMBER   30,    1949 


Name  of  issue 

Rate  of 
interest 

Date  of 
maturity 

Amount 
authorized 

Amount 
unsold 

Redemption 

to 

November  30, 

1949 

Amount 

outstanding 

November  30, 

1949 

Amounts  in 
sinking  funds  for 
payment  of  prin- 
cipal November 
30,  1949 

GENERAL  OBLIGATION  BONDS 

GENERAL  FUND 
Funded  Debt  of  1870,  1873.-  _     __ 

6% 

Expired 
Expired 

1965 
1916-65 
1921-65 

1932-65 
1934-57 
1932-71 
1917-61 
1923-62 
1926-65 
1938-47 
1940-49 

$2,801,000 

4,000 

3,000,000 

1,000,000 

1,800,000 

8,500,000 

6,000,000 

1,000,000 

18,000,000 

15,000,000 

40,000,000 

20.000,000 

24,000,000 

250,000,000 

$2,801,000 

Indian  War  of  1857,  1860  *  __        _        

$4,000 

3,000,000 

320,000 

640,000 

4,000,000 
2,000,000 
550,000 
4,800,000 
4,875,000 
16,000,000 

4% 
4% 

m7o 

4-4^% 
2^-4^% 

4% 

m% 

3>A-V4% 
3K% 

$3,000,000 

680,000 
1,160,000 

4,500,000 
4,000,000 
450,000 
13,200,000 
10,125,000 
24,000,000 
20,000,000 
24,000,000 

320,000 

640,000 

State  Buildings  and  University  Buildings  of 
1925  "                      

4,000,000 

2,000,000 

550,000 

$250,000,000 

$391,105,000 

$9,000,000 

10,000,000 

10,000,000 

1,000,000 

$250,000,000 

$104,916,000 

$36,189,000 

$9,000,000 

9,450,000 

6,000,000 

489,000 

•  $10,510,000 

SELF-LIQUIDATING  BONDS 

SAN  FRANCISCO  HARBOR 
IMPROVEMENT  FUND 

4% 
4% 

4% 

1985 

1989 

1952-76 

1985 

$5,123,802 

San  Francisco  Harbor  Improvement  of  1913  6. 
San  Francisco  Harbor  Improvement  of  1929  7_ 

$550,000 

4.000,000 

147.000 

3,712,9091 

$364,000 

15,374 

$30,000,000 

$10,000,000 
20,000,000 
20,000,000 
30,000,000 
30,000,000 

100,000,000 

$4,697,000 

$364,000 

$10,000,000 

20,000,000 

13,923,000 

22,683,000 

3,000,000 

420,000 

$24,939,000 

<  $8,852,085 

VETERANS  FARM  AND 
HOME  BUILDING  FUND 

4-4H% 

4-4K% 

2M-3% 

1M% 

2% 

1926-46 
1930-49 
1935-53 
1937-54 
1947-64 
1949-68 

$6,077,000 

7,317,000 

27,000,000 

99,580,000 

Veterans' Welfare  of  1943 _   __ 

$210,000,000 

$70,026,000 

$139,974,000 

TOTALS,  SELF-LIQUIDATING  BONDS-. 

$240,000,000 

$4,697,000 

$70,390,000 

$164,913,000 

$8,852,085 

TOTALS,  ALL  BONDS 

$631,105,000 

$254,697,000 

$175,306,000 

$201,102,000 
—19,362,085 

$19,362,085 

Less:  Amounts  in  Sinking  Funds,  November 
30,  1949,  Available  for  Payment  of  Principal. 

NET  BONDED  DEBT- 

$181,739,915 

1  These  bonds  have  never  been  presented  for  payment  and  are  barred  by  the  Statute  of  Limitations  ;  however,  the  Legislature  has  appro- 

priated money  to  pay  all  such  bonds  presented  to  date. 

2  Chapter  611,   Statutes  1943,  and  Chapter   1492,  Statutes  1945,  appropriated  $26,239,73S.75   to  the  Bond  Sinking  Fund  of  1943   for  the 

purpose  of  paying  the  principal  and  interest  on  these  issues  to  final  maturity. 

3  In  addition  there  is  $31,795  in  the  Olympic  Bond  Fund  and  $4,842,793  in  the  Bond  Sinking  Fund  of  1943  which  is  available  for  payment 

of  interest. 

4  In  addition  there  is  $336, S52  in  the  Seawall  Sinking  Funds  and  $8,150  in  the  India  Basin  Sinking  Fund  of  1909  which  is  available  for 

payment  of  interest 

5  Callable  on  or  after  January  2,  1951,  in  the  amount  available  in  the  sinking  fund. 

6  Callable  on  or  after  January  2,  1955,  in  the  amount  available  in  the  sinking  fund. 

7  $500,000  callable  on  or  after  March  1,  1971. 

s  Callable  on  or  after  January  2,  1941,  in  the  amount  available  in  the  sinking  fund. 
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